STATE OF CALI FORNI A
ENERGY RESOURCES CONSERVATI ON
AND DEVELOPMENT COMM SSI ON

In the Matter of:
Docket No.

| npl ement ati on of Restructuring g 96-1 RR- 1890
Legi slation (Public Utilities Code )
Section 374 [AB 1890]): )
lrrigation Districts )

)

)

REPORTED BY:

Thur sday, February 20, 1997
10: 05 a. m

Hel d at the
California Energy Comm ssion
1516 Ninth Street, Hearing Room A

Sacranento, California 95814

S. RICE



COVM SSI ONERS PRESENT
DAVI D AL ROHY, Presiding

RCBERT A. LAURI E
JANANNE SHARPLESS

STAFF PRESENT
(Al phabetically Listed)

ROBERT ELLER, Advi sor

GARY D. FAY, Hearing Oficer
SUSAN GEFTER

JI M HOFFSI S

LI NDA KELLY

D CK RATLI FF
ERI K N. SALTMARSH
LAURI E TEN HOPE, Advi sor

ALSO PRESENT
(Al phabetically Listed)

CARCLYN A. BAKER, Edson + Mbdisette

Rl CHARD BARZAN, Oakdale Irrigation D strict

M CHAEL BOCCADORO, The Dol phin G oup

NANCY BOUGHER, City of Lodi

KENDRA DAl JOGO, The Gual co Group, Sacranento

M KE DAY, Provost & Pritchard, Inc.

ANDERS CHRI STENSEN, Wodbridge Irrigation District
LAWRIE L. CRANSTON, Pacific Gas & Electric



ALSO PRESENT
Cont i nued

DOUAAS E. DAVIE, Henwood Energy Services, |nc.
RI CHARD B. GREEN, Pacific Gas and El ectric
STEVEN F. GREENWALD, Davis Wight Trenai ne LLP
HAROLD HARRI S, Pacific Gas and El ectric

RAYMOND A. HAUG Sout hern California Edison
ROBERT W HONDEVI LLE, Turlock Irrigation District
ED JEFFERS, Modesto Irrigation District

DRAKE S. JOHNSQN, Sout hern California Edi son
STANLEY K. KATAOKA, Pacific Gas and Electric
DENNIS M KEANE, Pacific Gas and El ectric

THOVAS S. KI MBALL, Mbdesto Irrigation D strict
CHRI'S KIRI AKQU, Oakdale Irrigation D strict (TID
JACK KRIEG Mdesto Irrigation D strict
WLLIAMYV. NMANHEIM P&E

RI CK MARTIN, South San Joaquin Irrigation D strict
CHRI STOPHER J. NMAYER, Modesto Irrigation D strict
WAYNE MAYS, Portland CGeneral Distribution Services
JEFFREY A. MEITH, Law O fice of M nasian, et al.
ROBERT B. MOUNT, Fresno Irrigation D strict

RI CHARD R MRLI K, Power Exchange Corporation
ROBERT MUSSETTER, Enova Energy Managenent

JI M PROVCST, Provost & Pritchard, Inc.



ALSO PRESENT
Cont i nued

DUANE G RADKE, Portland General Distribution Services

DOUG RAYNER, Laguna Irrigation D strict

TED RIEGER, California Energy Markets

SCOIT T. STEFFEN, Mdesto Irrigation D strict

JI M TRUDEAU, Power Providers

JEFF VAN HORNE, Henwood Energy Services, Inc.

DANIEL G VINK, Lower Tule River Irrigation District/Pixley
Irrigation District

GARY W ENS

BRUCE WLLIAMS, San Diego Gas & El ectric

THOVAS H. W LLOUGHBY, PG&E



I NDEX

Openi ng Remar ks

Page
Conmi ssi oner Rohy 1
Hearing O ficer Fay 3

Questions asked by the Comm ttee and Parties:

SDG&E Service Area

1.

San Dieguito & Santa Fe Irrigation Districts 5

SCE Service Area

2.
3.

Pal ndale Irrigation District N A

Pixley Irrigation D strict 6
(Questions answered by Rchard R MIlik and
Daniel G Vi nk)

Lower Tule R ver Irrigation D strict 21
(Questions answered by Rchard R MIlik and
Daniel G WV nk)

PG&E Service Territory

5.

Modesto Irrigation District 36
(Questions answered by Thormas S. Kinball and
Ed Jeffers)

Cakdal e Irrigation District 104
(Questions answered by Richard Barzan and
Robert Hondevill e)

Sout hern San Joaquin Irrigation D strict 124
(Questions answered by Rick Martin and Robert
Hondevi | | e)

Wodbridge Irrigation District 133
(Questions answered by Anders Christensen and
Nancy Bougher)

Madera Irrigation District N A



I NDEX

Cont i nued Page
Questions asked by the Comm ttee and Parties:
PG&E Service Territory - continued
10. Laguna Irrigation District 145
(Questions answered by Doug Rayner, Jim
Provost, and M ke Day
11. denn-Colusa Irrigation D strict 148
(Questions answered by Robert Mussetter and
Richard R MIik)
12. Fresno Irrigation District 81

Adj our nment

(Questions answered by Robert B. Munt,
Dougl as E. Davie, and Jeffery A Van Horne)

189

Reporter's Certificate 190



PROCEEDINGS

PRESIDING COMMISSIONER ROHY: Good norni ng and
wel come to the Irrigation Conmttee hearings. And this is an
informal hearing as I’'mtold, and 1'd |ike to introduce the people
on the dais.

| " m Davi d Rohy, Presiding Menber of the Irrigation
Commttee for the 1890 Inplenentation. To ny right is Jan
Shar pl ess, Conmi ssi oner Jan Sharpl ess, Second Menber on the
Irrigation Commttee. And to ny far right is our new
Comm ssi oner, Conm ssi oner Bob Laurie joining us here, and
wel cone.

COMMISSIONER LAURIE: Thank you, Conm ssi oner.

PRESIDING COMMISSIONER ROHY: And Laurie Ten Hope
i s Comm ssioner Sharpless’ advisor. And to ny left is Bob Eller,
ny advisor. And in the mddle here is our Hearing Oficer, M.
Gary Fay, who will be conducting the hearing today.

|’d like to just give a short introduction before | turn
it over to Gary and comment that first of all welcone to all of
you fol ks who have conme here today. This will help the Conmttee
to resol ve sone of the issues that we have in the eval uati on of
your applications, and we al so have had a very strong nessage from
you that expediting this process is very inportant. So your being

here today will help that process.



As you're aware, the 1890 requires that the irrigation
districts submt the application by January 31, and the
appl i cati ons you see nounds of around the room here were
submtted. Prior to that, though, we did hold a hearing on
Cct ober 16, 1997, en banc, to discuss how we woul d approach this
problem the solution rather; and then in Novenber 5 in Merced,
California, we had a hearing, workshop, where all of you cane or
many of you cane to discuss the basis of how the applications
woul d be handl ed.

In Decenber 9 the Commttee released a draft application
i nstructions, received comments back fromyou, and on Decenber 24
i ssued our final instructions for submtting the applications.

On January 31 we received 12 applications from
irrigation districts seeking CTC exenptions totaling 194 negawatts
or thereabouts.

The purpose of today’s hearing is obviously to receive
comments and allow the Commttee to ask questions of irrigation
districts and the affected investor owned utilities regarding
these applications. The Commttee intends to issue its proposed
decision on the allocations in early March, and this decision wll
be open to public review and is currently planned to be heard by
the full Conm ssion at the business neeting on March 19.

At this point I'd like to ask Comm ssioner Sharpless if

she has any openi ng conments.



COMMISSIONER SHARPLESS: | have no comments, thank
you.

PRESIDING COMMISSIONER ROHY: Conmi ssi oner Lauri e,
woul d you like to nmake any comments at the begi nni ng?

COMMISSIONER LAURIE: No, M. Chairman. | ' mhere to
listen and becone educated. Thank you for the opportunity.

PRESIDING COMMISSIONER ROHY: Thank you. Then, M.
Fay, woul d you begin the process here?

HEARING OFFICER FAY: |"d I'ike to begin by
i ntroduci ng the nenbers of the Comm ssion Staff that have been
detailed to the Commttee in this case to help. And that’'s Jim
Hoffsis and Linda Kelly at counsel table, also Dick Ratliff and
Erik Saltmarsh are with themfromthe General Counsel Ofice.

Most of the questions today will, on behalf of the Conmttee, wll
be asked by Ji mand Li nda.

Just like to state that the purpose of today s hearings
is to receive comments on the applications as was set forth in the
notice for this hearing. Each party wll have an opportunity to
address to the Coomittee. However, to ensure that we can finish
today, we ask that applicants and other parties not repeat or
summari ze comments al ready submtted in witing.

QG her interested nenbers of the public will have an
opportunity to address the Commttee at the end of each

applicant’s section. |If necessary, however, the Conmttee nmay



need to set tine limts on comments.

The agenda that was set out in the | obby was set up to
go applicant by applicant. And what we’d very nmuch like to do is
follow that order and have Jimand Linda first ask questions of
t he applicant on behalf of the Commttee, and then other parties
may ask questions through the Commttee directed at the Chair
regardi ng that particular application.

W' d also like to hear fromrelevant utilities at that
time, and then give the applicant an opportunity to wap up with
any closing remarks, and then actually be done dealing w th that
particul ar application.

So we'd like to get started then. Are you fol ks ready
to begin with San D ego?

MS. KELLY: I"d like to start.

D d everybody get a copy of this? Wat this is is that
Staff has gone through the applications and by district, by year,
tried to assess what the allegation is specifically that you ve
requested. And we had sone questions where the question marks
are, and we do have questions for those irrigation districts about
this. So when you cone up we will ask you a question if you just
clarify this for you, we’d like to know specifically on the record
what you are requesting.

If there is any other errors that we haven’t seen or

we’ ve inadvertently m sstated what you intended, please also |et



us know about that. Okay?

| also want to preface before we start asking questions
for everybody to bear with us. If you think that we’'re asking a
guestion that you ve answered, it could very well be the case; but
we mght have mssed it or sometines things are in different parts
of the application.

And so our intent is just try to understand everything
that you said, and, again as | said, even if you have answered
this question you feel in the application, please just point us to
the right place. W mght have mssed it, and we’'re just trying
to understand all the information that you' re putting forward.
kay?

HEARING OFFICER FAY: Excuse ne, Linda, before the
guestioning begins 1'd just like to add that it is our intent to
respect the requests for confidentiality while they' re under
consi deration by the Executive Director. And so obviously we
don’t want to expose any of that information until a ruling has
been nade.

Therefore, if one of the parties feels that
i nadvertently sone of the questioning has gotten into a sensitive
area, they should indicate to us or approach the bench and expl ain
the problem and we’'ll try to rephrase the question in a way that
can help build the record without revealing any trade secrets.

MS. KELLY: Do you want to do it, Gary, each person



just come up, or is sonebody here from Santa Fe, San D eguito?

HEARING OFFICER FAY: | s anybody here from San
Dieguito and Santa Fe Irrigation District?

COMMISSIONER SHARPLESS: It mght be that they' re on
their way, and if no one is here to speak on their behalf at this
poi nt, maybe we would want to put themin a |ower slot, cone back.

PRESIDING COMMISSIONER ROHY: If they don’t appear
today and you have questions that you' d |like to get on the record,
we would i ke to have you put themon the record for us.

MS. KELLY: Then we’ ||l go back to Palndale. [It’s not
Pal ndal e. San D eguito.

kay, then the next irrigation district on the agenda is
Pal ndal e Irrigation District? There' s nobody here from Pal ndal e?

HEARING OFFICER FAY: I s anybody here from Pal ndal e
Irrigation District?

MS. KELLY: So we'll go back to themas well.

Pixley Irrigation District. W’'Ill just do Pixley first.

MR. MRLIK: M/ nane is Richard Mlik. ' mw th Power
Exchange Corporation, and we work with Pixley Irrigation D strict
in putting the application together. And Dan Vink here is with
Pixley Irrigation District. He' s taking the place of Roger Rob,

t he General Manager, who was not able to attend.
| just to start out | have a general question in how are

we going to proceed? Are you going to ask questions, or do we



address specific comments that were nmade?

MS. KELLY: You coul d probably just have a seat.
Wul d that be best, and then we could --

HEARING OFFICER FAY: Yes, please, have a seat with
your materials, get confortable.

Jimand Linda will ask questions for the Conmttee, and
there may be sone other questions fromthe dais. Then we’'ll allow
other parties to ask questions, and then give you an opportunity
to summari ze at the end.

MS. KELLY: Pixl ey was one of the irrigation districts
we were still a little unclear about what the exenption that you
were asking for in each year. Could you clarify that for us?

MR. MRLIK: Yeah. In Pixley the, if you turn to page
13 of the application where the subtitle is “Load Specific
Information,” you'll see annually we’ ' re showi ng 10 negawatts.

Wiat we had witten down there was the mninmumload that we
request ed exenptions for.

Pi xl ey actually is seeking to have 15 negawatts
allocated. And in followi ng the allocation process that woul d be
three negawatts a year, and at a mninumtw negawatts a year

MS. KELLY: So it would be you' re asking for 10.

MR. MRLIK: W' re asking for a maxi numof 15. That’s
the anount in which Pixley, the maxi num anount in which Pixley

feels that it can serve and has the water punping |oad, the



requi site anmount of water punping | oad.

MS. KELLY: If you were to get 15, though, you would
want themin the sanme increnents.

MR. MRLIK: Three negawatts a year.

MS. KELLY: Ckay. Al right.

The next question is we were wondering have you done a
feasibility study to determine if this project in the long term
and the short termis going to be feasible for you to go into the
retail electricity business? W just wanted to have a sense of
your view into the future.

MR. MRLIK: The answer is yes.

Alittle history, Power Exchange perforned a very
conprehensive feasibility study for Eastside Power Authority which
is agroup of irrigation districts in that same area. That study
inits conpleted formcost several hundred thousand doll ars.

VW didn't envision that an irrigation district would be
willing nor should be willing to pay that kind of noney for a very
conplete detailed study. So we did a fairly conplete feasibility
study that indicates that, yeah, it is economcally viable for
themto get in the retail business only if CTC exenptions are
awar ded.

MS. KELLY: And this study was done for Eastside, but
you' re saying that the --

MR. MRLIK: No, we did it individually for Pixley as



wel | as Lower Tule River.

MS. KELLY: Now this feasibility study was presented
| assune, to your board? And did the board --

MR. MRLIK: It was presented to the general manager

MS. KELLY: To the general nmanager. And was there
approval by himand then a subsequent approval by the board? And
what |'’masking or trying to get tois is the commtnent of the
irrigation district and the way that we can assess the comm t ment
of the irrigation district is to see whether, you know, these
proposal s have been put to the, well, to the general manager, to
the board, to the comunity.

"Il be asking this question of everybody. |It’'s our
feeling that the nore commtnent there is to do this, that is, you
know, done in a broad public way, that does, | think, address sone
viability.

MR. MRLIK: The board is commtted to get in the power
busi ness.

MS. KELLY: Have they had a vote on this?

MR. MRLIK: They have not had a vote on it. Maybe,
Dan, you can answer that.

MR. VINK: I think you' re tal ki ng about the detailed
feasibility study. That was done for Eastside Power Authority and
t he geography of the southern Tulare County and Pi x|l ey sandw ched

in by nmenbers of the Eastside Power Authority. So while we didn’t



do a detailed feasibility study for Pixley, R chard and Power
Exchange took that information that they garnished fromthe
East si de experience and put it to Pixley, which is simlar punping
| oads, simlar crops and so forth, and we share common growers, we
share common interests.

And you can see by our application that within a
t hree-day period under the gun these growers responded. And the
board is commtted, you know, they haven't gone and voted it and
said to go ahead with the power project, but they have said go
ahead with the study. They're commtted to that, and they're
commtted to getting in the power business as Richard said.

They' re not going to nmake a decision on sonething that they don’t
have all the details on yet.

MR. MRLIK: What the feasibility study showed, if you
turn to the exhibit, Table 7-1, the answer that we were | ooking
for was: What does it cost? Wuat is Pixley's cost in serving
electricity to loads that were contacted and indicated that they
wanted to receive electric power service fron?

And we engaged an i ndependent engineering firm paid for
an engi neering study to hook up to those | oads, and as you can see
the cost to serve their custonmers depended | argely upon the
anortization schedule of and paying for that distribution system

If we anortized the cost of the distribution system over

five years, the cost was 7.8 cents. If it was anortized over 10



years, the cost was 6.27 cents. If it was anortized over 20
years, the cost was 5.51 cents. The basis for the interest on
that and the financing plan was prepared by Stone and Youngbred, a
very |l arge bond house in California.

So they conpared those nunbers to the average cost or
t he average price of Edison service in the area, which was above
nine cents, and so fromthat they’ ve determ ned that we can
econom cally get in the power business. W'’I|l have to spend a
l[ittle bit nore noney to, | think, to refine these nunbers, but as
we found at Eastside the refinenent is not a magnitude of 30, 50
percent, it’'s a magnitude of 5, 10 percent.

MS. KELLY: W' re not famliar with, we've read the
description of your organization, when you were forned in ‘94,
‘95, but we’'re not famliar wth your background. W know t hat
you’' ve been involved with Eastside. Actually, that’s all we know

Have you built or been active in California in, nunber
one, constructing, financing any other projects other than the
Eastside projects? | want a general sense of your experience.

MR. MRLIK: Much of the background in Power Exchange
is in the independent power industry. Many of our nenbers have
been involved with building, financing, devel opi ng co-generation
and private power projects which are a little bit nore invol ved
than building a distribution and transm ssion system

The technical aspects of power projects | think are a



little nmore cunbersonme. The nmarketing aspects aren’t quite as
i nvol ved as a transm ssion and distribution system

So, technically, yeah, | mean all, you build a power
plant, you need to build a substation, you need to build sone
transm ssion lines, etcetera, etcetera. So we have a | ot of
experience in that area.

MS. KELLY: Whi ch nmenbers have been involved in the
construction and building of power plants you indicated, or you' ve
built power plants?

MR. MRLIK: Not as Power Exchange, but as the
i ndividual s involved with Power Exchange have.

MS. KELLY: Those are?

MR. MRLIK: I think I'Il take the Fifth.

MS. KELLY: Ckay. Thank you

MR. MRLIK: But | can certainly provide that in a
confidential manner. That’s not a problem

MS. KELLY: We're just |looking to, or Pixley hasn’t
got as nuch experience, has no experience probably in this area,
and we’'re looking to the people that will be working with the
irrigation districts. It’s inportant for us to understand, you
know, what their experience is.

MR. MRLIK: Wl |, except the general nmanagers, the
managenent of Pixley are, and | should say since Lower Tule and

Pi xl ey have the sane nmanagenent, Lower Tule owns a hydroel ectric



power project, success hydro project, and that since the managers
are the sane they have been engaged in the power business.

MR. VINK: I mght note as well that Pixley does have
a contract with the Western Area Power Adm nistration for two
nmegawatts of power that we wheel to our punping plants down in
Bakersfield. W’re about a 12 percent capital owner on a
cross-valley canal. So we do have, while we don’'t have experience
inthe distribution of it, we do have experience in the power
busi ness. W have contracts with PGE to wheel that power and so
forth.

MS. KELLY: That’s the kind of information that we're
trying to get to add to your application.

MR. HOFFSIS: | have one question. Your application
on page 12 says: |oad was regarded as agricultural if it currently
receives agricultural rates from SCE

And then on Table 4-1, which we'll be careful not to
nane any nanes there, but there’s a list of potential custoners.
Do | take your statenment that it was regarded as agricultural if
it currently receives agricultural rates to inply or suggest that
all of those custoners there are indeed currently now receiving
agricultural rates from Edi son?

MR. MRLIK: Wl |, nost of the custoners listed there
have multiple neters and are taking service at variety of

different rates. So the short answer is, yes, all of them do have



sone agricul tural punping | oad.

| mean traditionally or typically in that area a farnmer
wi Il have punps and nmay have other facilities that aren’t water
punpi ng, but nevertheless he’' |l have a hundred or 200 different
neters. And so what we did was separate out the bills that were
on ag punp schedul es or on agricultural schedul es and assuned t hat
t hey were punpi ng.

MR. HOFFSIS: | see. So the load that you' ve
i ndi cated here as punping, at |least that portion of the load is
i ndeed currently getting an agricultural tariff.

MR. MRLIK: Yeah, and they will say next to them 10
hor sepower, 5 horsepower, 7.5 horsepower. So we didn't go out and
physical ly inspect every site, but there was sufficient indication
as to suggest that, yes, this was an ag load. W assuned it was.

MR. HOFFSIS: And this is a question that we' |l touch
on later as well, but since you nentioned horsepower, the
agricultural punp ratings that are shown here in kilowatts, do
take your statenent then to suggest that those were conversions of
sone sort from horsepower ratings?

MR. MRLIK: VWl |l for instance, Pixley has over 30,000
hor sepower of installed water punps which translate out to about
22 nmegawatts of installed punping load. That’'s nmax |oad. Using
t he nmet hodol ogy to determ ne the average load it calculates out to

about 14 negawatts. That’'s of just water punping load in the



area. So it would essentially apply the sane nethodol ogy.

MS. KELLY: Since the applications for exenption are
over subscribed, in the event that your district did not receive
the allocation that you requested, is there sone threshol d nunber
of an exenption that woul d nmake your project or your plan viable
or non-vi abl e?

MR. MRLIK: No. The current plans, they' re clusters
of | oads, which the current plans would accommopdate. So we have
groupi ngs of four negawatts here and a coupl e negawatts over
there, so | think 15 nmegawatts would be ideal. If it was |ess
than 10 negawatts, that’s fine.

Ten negawatts is a nice nunber because the econom cs
work out great there. Because when you buy substations and ot her
equi prent |ike that, a 10-negawatt substation on a unit cost basis
is nore cost effective than a five-negawatt substation

MS. KELLY: And if you were to get five negawatts,
that you would go forward with this project with or wthout the
addi tional five nmegawatts of exenption, that it would still be
cost effective for you

MR. MRLIK: | think I'd rather talk to Pixley s board
and answer that.

MS. KELLY: Ckay. You have a threshol d.

HEARING OFFICER FAY: W don’t want to suggest that

there’s an overriding of the eight negawatt m ni num though, do



you?

MS. KELLY: No, | realize | went too |ow on that one.
But you do have a threshol d.

MR. MRLIK: Ei ght negawatts is fine. | nean that’s
t he basis of go/nogo.

MS. KELLY: Ckay. Eight negawatts.

MR. MRLIK: Ei ght nmegawatts is fine.

MS. KELLY: Thank you

HEARING OFFICER FAY: Does the Conmttee have any
ot her questions of Pixley?

W'd like to ask if any of the other parties wi sh to ask
Pi xl ey questions. Does anybody el se have any questions, coments
on the Pixley application? Does SCE have any comments on the
Pi x|l ey application?

Fine. Very good. Do you wish to nmake any wap up
comrent ?

MR. MRLIK: Vell, | just want to respond to a couple
of the comments that were in witing. One of the questions was
that Pixley s cost estimates do not include the cost of an
i nterconnection facility.

And our cost estimates do. There’'s a 10- WA substation
that would interconnect with Edison. So |I mean when you're
| ooking at a | ot of applications, | can understand.

The ot her comment was that we did not include a cost for



| ooped line service. And that’s true, but | think the answer
there is loop line service is not currently provided to all SCE
custoners, nor is it currently provided to all PGE custoners. $So
| don’t know why that’s a pertinent point.

And probably nost pertinent was a comment that we did
not approach Edison for data requests. And that’s true. And the
reason for that is at Eastside we had not had good experience of
getting information from Edi son, and understandably so. | nean we
were a conpetitor, and I don’t think anyone’s in the business to
hel p their conpetitor.

So as an exanple we tried to get single |ine draw ngs
fromtransm ssion and sonmehow ended up with an attorney at Energy
Solutions, and it was quite a tap dance. And in the interest of
time we had | earned how to get that information directly from
custoners, and that was the technique that we enployed in getting
information in these studies.

So we just took a business approach and said
realistically we don't think we'll get the information in tine. |
think it’s an adequate business ploy to stall the dissem nation of
that information. And so we went and got it directly from
cust oners.

COMMISSIONER SHARPLESS: If I may, | have a question
or two perhaps. |It’s going to start out as a timng question

actual ly.



The Pixley Irrigation District Board has not yet adopted
a resolution to go forward on this project. | believe this
gentl eman indicated that they won't sign on the dotted line until
they see all of the details?

MR. VINK: They need to see nore. They need to have
nore information before they’'re going to conmt to anything.

COMMISSIONER SHARPLESS: Ckay.

MR. MRLIK: The key piece there is the allocation.

COMMISSIONER SHARPLESS: This is the problem al so
with this Conmttee, | think, in judging viability. That we need
to have a fairly strong indication of conmtnent if, in fact, the
Conmttee is going to eval uate varying proposal s based on
viability. Vability is the key termin the |egislation.

So | guess ny question would be: Wiat is the timng?
What are you |l ooking at? Wat nore details does the irrigation
district board need in order to be satisfied that this is a
venture that is feasible and econom cally sound?

And once that decision is nmade, how much nore tine is
needed for construction of the various facilities that m ght be
needed to deliver the power to your custoners? Can sonebody
answer that question for ne?

MR. VINK: "Il et Richard speak to the timng in
terns of the facilities. But as far as the commtnent goes by the

Board of Directors, the board’ s wholly commtted to seeing that it



can do anything possible to reduce the power rates to its growers
and | andowners in this district.

Wen | say details, it needs nore details, what R ch had
al l uded to probably the biggest detail it needs is the allocation.
It needs the allocation before it’s going to invest a whole |ot
nore noney into this project.

MR. MRLIK: That’s central to all these pl ans.

COMMISSIONER SHARPLESS: I's the allocation based on
the prem se that without the allocation you will not be able to
of fer power to your custoners that will be conpetitive with the
current provider? And if that is in fact an issue, what happens
in four years?

MR. MRLIK: Vel l, when we ran through the feasibility
study, in over a five-year anortization the project should be paid
off. At least for the first conponent of it. So the success and
viability of this project hinges entirely on being granted an
al | ocati on.

COMMISSIONER SHARPLESS: So you need an all ocati on,
you need a m ni num of eight nmegawatts, although it’s going to be
spread, those nmegawatts are going to be spread over a period of
time, and based on the assunption of whatever you think the narket
price of power is going to be, and you ve got sone quotations of
that, and the operating costs or the construction costs of new

facilities, you think you can anortize this project and get a



payback within four years?

MR. MRLIK: Wthin five years.

COMMISSIONER SHARPLESS: Wthin five years.

MR. MRLIK: That’s for the first allocation. The
second allocation they' Il be outstanding, there’ |l be a year of
out standing nonies. The third year allocation there' |l be two
years of outstanding.

But the viability of this depends entirely on not paying

transition charges. | nean that’'s go/nogo. |If they don’t get an
allocation, they won't go. That’'s clear. |If they get one,
they' || go.

PRESIDING COMMISSIONER ROHY: I think that was your

question. The second part, will they go.

COMMISSIONER SHARPLESS: It is circular.

MR. MRLIK: Do you want that in witing fromtheir
boar d?

COMMISSIONER SHARPLESS: Vel |, that was one of the
things that we asked for. The nore commtnent that we have, of
course we had a cut off date of January 31 and we’re now down to
the end of the process to try to do the evaluations, so today is
the day that we get as many details as we can on which we can nake
t hese decisions. And these decisions, of course, are going to be
in some cases subjective because the viability issue is going to

depend on sone judgnents in these applications.



W have varying degrees of detail. So the nore detai
we had the better upon which the Commttee can nake its decision.
So therein lies the dilemma. But thank you for your response.

MR. MRLIK: Can | just nmake one ot her coment ?

PRESIDING COMMISSIONER ROHY: Certainly.

MR. MRLIK: Pi xl ey and Lower Tule R ver have spent
quite a bit of noney over the last five years in their
participation at the Eastside Power Authority. And | think they
have a | ong standing commtnent to reduci ng power costs. Now I
think that initself is a better denonstration than a letter from
t he board or anything el se that we can provide you today.

They’ ve been at this for along tine in first seeking to
get WAPA power, in fighting the battle with Edison or negotiating
with Edison to try to get that WAPA power wheeled to their system
or wheel ed to them

And so they’ ve been at this a while, and that all cost a
| ot of noney. They’ ve engaged engi neers and consultants, and it’s
not a non-trivial process. So this is an extension of their
commtnent to get in the power industry, and this is a unique
opportunity for themto get in the power industry. And they
under stand t hat .

COMMISSIONER SHARPLESS: Wul d they have attenpted
to get into the, to go the next step and to provide as a retailer

power to their custoners were there not a CTC?



MR. MRLIK: Ch, yes, yes. |If there was not a CTC
they could -- because they could conpete with Edi son then. They
coul d not conpete Edison if they had to build a distribution
system pay for it and pay a CTC. They wouldn’t be conpetitive.
They know that. That was the purpose of our study.

COMMISSIONER SHARPLESS: Ckay, thank you.

PRESIDING COMMISSIONER ROHY: Are there further
guestions on the Pixley application? Hearing none, let’s go on to
t he next.

Lower Tule River Irrigation District.

MS. KELLY: | have one question for you in your Lower
Tule. On page one of your application you refer to the process of
getting relief fromthe restrictions of AB 1890. W see you as
bei ng covered under another section of 374. Could you explain
what you nean by “getting relief,” and how you would no | onger be
covered by that’s, you know, the section on Eastside. Because
Lower Tule is a nenber of the Eastside and Southern San Joaquin
Joi nt Powers.

MR. VINK: In terns of the Eastside Power Authority,
the | anguage in AB 1890 refers to the Eastside fol ks receive a
benefit fromdistrict |oads that were connected, was it prior to
Decenber 30 or ‘957

Wien Eastside was forned several years ago, AB 1890 was

not the anticipated end result of that. The district was a



foundi ng nenber of Eastside. The original purpose of making
better use of its WAPA allocation within the district, and as you
know we all know the end result of AB 1890, or Eastside, one of
the things that resulted fromthat was the | anguage in AB 1890.

That puts Lower Tule River Irrigation District in a
uni que position because we're the only Eastside nenber that
doesn’t have a district load. So by not being allowed to
participate in 110 negawatts we woul d probably be the only
irrigation district in California that wouldn't be eligible for a
CTC exenption. Because we're not eligible by the fact that we
don’'t have a district punping load, and that’s the reason we're
trying to extricate ourself fromthat AB 1890 | anguage.

And we have been working. This is not sonething that we
just pulled out of the hat recently. W'’ ve been working since
Cctober with the Association of California Water Agencies, various
state legislators and with M chael Boccadoro on trying to do
sonmething to address that nmatter.

| mean it was a great benefit to all the Eastside Power
Authority menbers, and we shared in their success, but
unfortunately we don’'t share in the financial success.

MR. MRLIK: Can | just add to that?

The AB 1890 provided exenptions to all the Eastside
Power nenbers who had water punping |oads to their water punps.

And so they were then able to buy power w thout paying CTC for the



pur poses of their punps.

Now, Lower Tule River does not have any of its own
punps. It has one 20-horsepower lift punp that it uses part tine
in wet years. So it essentially receives no direct benefit from
AB 1890. And because it’s a nenber of Eastside, that precludes
it, the current formof AB 1890 precludes it fromparticipating in
the 110 negawatt set asi de.

So they began, they sought relief fromthat because
they' ' re not getting any benefit fromtheir association with
Eastside, and they' re hopeful that in the clean up |egislation
they' || be an exception to Lower Tule River. The basis being they
don't receive the direct benefit that the Eastside nenbers do.

MS. KELLY: But absent that clean up |egislation, do
you agree that Lower Tule, as the lawis now witten, is not
eligible for the 1107

MR. MRLIK: Correct

MR. VINK: But know ng that now you see it was not our
intention to double dip in this |egislation.

HEARING OFFICER FAY: Any further questions? Any
further questions, Linda?

MS. KELLY: Ch, I'’msorry, no.

HEARING OFFICER FAY: Ckay. Any questions fromthe
Comm tt ee?

Al right, are there any comments fromany of the other



parties? Go ahead.

MR. MANHEIM: WI1iam Manhei m from PGEE.

It’s our understanding that the Lower Tule D strict
straddl es both the PGE and Edi son service territory. So our
concern is that if awarded an allocation you may serve sone
custoners that are in the P&&E service territory. And in that
case it seens that they should, the megawatts served, shoul d count
towards the PG&E al |l ocation

So our general comment is it seens |ike Lower Tule
shoul d be listed as both an SCE and PG&E potential irrigation
district serving in those zones.

COMMISSIONER SHARPLESS: Is there a way to
differentiate those custoners?

MR. MRLIK: Over probably 95 percent of the load is
Edi son, and there is probably about five percent of what we saw
was PGE. So that’s a valid point.

COMMISSIONER SHARPLESS: Is there sone way we could
nail that down?

MR. MRLIK: | couldn’t offer.

MR. VINK: You want |ike an acreage nailed down? How
many acres are in PGE? O you want kilowatts or custoners?

COMMISSIONER SHARPLESS: Vell, if in fact such an
al l ocation were nade |’ mwondering how the Conmttee woul d divide

the allocation between PGE territory and Southern California



Edi son.

MR. VINK: Was the proposed distribution system |
don’t know if --

MR. MRLIK: I think we, our strategy, was to just go
in the Edi son | oad because there wasn’t eight negawatts in the
P&E territory. So we kind of approached it that way as to where
could we neet the m ni mumrequirenment and kind of ignored, you
know, the section that was PGE. So we really didn’t address the
i ssue fully.

COMMISSIONER SHARPLESS: So if an allocation was
given as requested and it was given in the Southern California
Edi son area, that would preclude you fromtappi ng PGE custoners?
Question? | don't know, question, anybody? Got an answer?

MR. HOFFSIS: I would think so.

MR. MRLIK: Sounds reasonabl e.

COMMISSIONER SHARPLESS: Sounds reasonable. Good.

HEARING OFFICER FAY: If you' re confortable with
that, it sinplifies, obviously sinplifies the allocation process.

MR. VINK: W wouldn't, | don't anticipate then we
woul d use that. If that was the | anguage, then we woul dn’t use
that allocation to serve PG&E custoners then, no.

MR. MANHEIM: Just a suggesti on.

COMMISSIONER SHARPLESS: | think you just got nore

t han you want ed.



MR. MANHEIM: It seens |ike the Conm ssion could just
condition its allocation on use of those exenptions only in Edison
service territory.

MS. KELLY: And that’s where, in fact, you qualify
with the eight nmegawatts, is solely in the Edison.

MR. MRLIK: The vast majority of the load is in
Edi son’s territory.

MS. KELLY: Do you have eight negawatts in Edi son?

MR. MRLIK: Yes.

MS. KELLY:  Ckay.

MR. BOCCADORO: M chael Boccadoro on behal f of the Ag
Energy Consuners Associ ation.

The AECA represents the interests of about 40, 000
growers in the State of California and about 50 water districts
statewi de, including Lower Tule and Pixley, and so we're here to
sone degree in support of their applications today.

| want to preface ny remarks that the AECA doesn’t have
any direct financial stake in any of the applications before this
board. And as a | eading proponent of Section 374 and the prinmary
drafters of that section our comments today on different areas are
intended to try and shed sone |ight on sone of the legislative
intent. Because | think in a lot of the proposals the legislative
intent has gotten twisted to serve the interests of the various

applicants. And hopefully we can help the Commttee sort through



sone of that today and shed sonme |ight on that.

| did want to comment in general about Southern
California Edison’s comments that they filed, and I'ma little bit
surprised that they didn't seek to clarify thema little bit today
because di scussions |I have had with fol ks at Edi son who were
i nvol ved in negotiations on AB 1890 their comments, their general
comments at the beginning of their witten comments, tend to smack
of bad faith in ternms of the overall deal that was cut on Assenbly
Bill 1890. Because they tend to go at the heart of the 110
megawatt al |l ocation and suggest that it is bad for Californians.

| try and draw a conparison to that. 1I1t’'d be it’s sort
of like the AECA getting up in front of the California Public
Uilities Comm ssion and arguing that the CICs shoul d be spread
not only to the ratepayers of California but to the sharehol ders
of California despite what Assenbly Bill 1890 nade very cl ear that
the CTCs are going to be paid by the ratepayers.

So I’ mvery concerned about that general position that
Edi son has taken. They also seemto take a position that this is
only for four years. It's not. These irrigation districts, and
|’ ve had conversations with Roger Rob over the years and nore
recently as they’ ve sought to get into the energy generation
business, they’'re in this for the long term

It’s not about four years of escaping CIC. [It’s about

exercising authority they’ ve had for a nunber of years to get into



t he energy power business. And that’s inportant to understand.

They're going to go well beyond the four years. And I
woul d guess that as they sign agreenments with their custoners for
service that they' re |ooking to sign agreenents that cover the
| ength of their anortization period for the capital facilities
they' re going to be putting in place. They're in this for the
long term

The intent of the legislation was pretty clear and is as
sone parties have suggested it wasn't necessarily to just help
those existing irrigation districts that are already in the
busi ness expand in California. In fact |I think it was the
contrary of that. | think the intent of the legislation primarily
was to give the opportunity to the irrigation districts who
haven’t exercised their authority in California, such as Lower
Tule and Pixley, to get into the business.

The irrigation districts are extrenely inportant to the
rural and agricultural communities in California because they
provi de conpetition in areas where we not only see high generation
costs, we hear so nuch about that, and the debate in California
has really focused on generation. And the restructuring deals
nmostly wi th generation.

But one of the things we're seeing as rates get
unbundled is that distribution costs in rural areas |ike Pixley

and Lower Tule are extrenely high as well. And the irrigation



districts represent an inportant check on that continuing nonopoly
power of the utilities.

And so | think the Comm ssion’s job in the Southern
California Edison territory is much easier because the negawatt
al | ocati ons bei ng sought do not greatly over subscribe the
nmegawatt allocations that are available in Edison's territory.
And so | think it’s a unique opportunity for the Comm ssion to
give these irrigation districts an opportunity to get into the
power business. And | think they are commtted, and | think
you' Il see that as such that they will nove forward.

And if the Comm ssion is concerned about that, one way
they can address that is to put sone sort of tinme period on the
allocations that if they go unused that they revert back and can
be re-allocated to another district at a later point in tine.

| think that's clearly within the | anguage of AB 1890,
and they gave very broad authority to the Comm ssion to allocate
these so that they' re used nost effectively. And | think in the
Edison territory that job’s nuch easier because of the | ack of
over subscri ption.

COMMISSIONER SHARPLESS: |’d just say that |
appreciate that clarification. | don’'t knowif you ve had an
opportunity to see the applications, but certainly the spirit of
conpetition is woven throughout them

| think the difficulty the Commttee has, of course, is



that there are sone that seemvery speculative. And to determ ne
viability on a very specul ative application is problematic. And
sorting through that to nake a four-year reference such as | did,
did not go so nmuch to the issue of providing an incentive only for
four years but for providing viability beyond four years.

MR. BOCCADORO: And | was referring nore to Bruce
Foster’s reference of four years in his coments on, not your
speci fic reference.

| think the inportant thing to understand there, too,
the viability isn’t dependent on just escaping CTC. One of the
things we’ve got to renmenber about CTCis it isn't going to go on
forever.

COMMISSIONER SHARPLESS: Ri ght.

MR. BOCCADORO: It is going to be gone at the end of
the transition period. For the nost part. There will be sone
lingering CTC, what was referred to as the dog and the tail, and
the tail will be lingering in the debate.

But these districts will be very conpetitive, and we
think not only on the generation side of the business and bei ng
able to buy power directly, but we think they' re going to be at
| east 50 percent less on the distribution side of the business in
the existing utilities as well.

And so the benefits are going to, to these areas, can be

substantially increased because the distribution rates in the



rural areas are particularly high

PRESIDING COMMISSIONER ROHY: Just to reiterate the
purpose of today’'s hearing is the time that the Legi sl ature gave
all of us for the applications to be filed was necessarily short
because the allocations do start January 1 of *‘97.

However, having said that, some applications contained a
ot nore information for the Conmttee than others to nmake the
deci sion on, and we have the difficult task of filling in holes or
bridging over them W can't fill themin.

MR. BOCCADORO: Understood. And | can appreciate
t hat .

The tine frane that was included in AB 1890 was probably
our doing in that we wanted to nake sure that the allocations were
utilized to the fullest extent possible and wanted to m ni m ze,
because it is a short tine frame, we're talking five-year
transition period here, four-year transition period, and we wanted
to mnimze the tinme frame. And we may have cut it off alittle
too short, but we wanted to nmake sure that the allocations were
out there.

But | want to reiterate the point that the to the degree
that newirrigation districts can get in the business in
California and not just expand the existing ones, | think the
state and the rural areas and the agricultural conmmunity in

California, which was the intent of Section 374, will be nore



fully served.

Thank you.

HEARING OFFICER FAY: Thank you.

Are there any other comments on the Lower Tule R ver
appl i cation? Pl ease.

MR. HAUG: Good norning. M nane is Raynond Haug.
|”ma Project Manager with Southern California Edi son Conpany in
our Custoner Solutions Business Unit. |’ m speaking on behalf of
Edi son to enphasize our position in this inportant nmatter.

W’ re concerned on the conmments nade by M ke Boccadoro
t hat perhaps they have been msinterpreted, and we feel that
perhaps the way we wote it may have been to that
msinterpretation. And we' re not backing away fromthe
commtnments we nade in the | egislative process |ast year.

What we do is we urge the Conm ssion to ensure that all
the irrigation district applications satisfy the criteria
specified by the Legislature in Section 374(a)1 and instructions
that you provided to the districts.

V¢ have provided witten comments specifically regarding
these applications |located wwthin Edison's territory and those
within other 1QU s area where we believe based upon the public
information that’s been provided to us they do not appear to
sati sfy these requirenents.

W thank you for your opportunity to provide conments.



HEARING OFFICER FAY: Any ot her conments on the
Lower Tul e River application?

Al right, do you have a wap up?

MR. VINK: Vell, | don’t know if you ever got past the
Eastside issue with Lower Tule, but just to reiterate what Ri chard
tal ked about earlier Lower Tule is already in the power business.
And we have a hydroel ectric plant on Success Damon the Tul e River
that the board there, you want to tal k about comm tnent, the board
there put a substantial capital outlay into that. And Lower
Tule’s the part owner and prinmary operator of that power plant.

So in addition to that Lower Tule also has a two
megawatts of the WAPA allocation that Pixley has. And when you
tal k about Lower Tule and Pixl ey, you know the two are virtually
i nt erchangeabl e. The managenent is interchangeable. A lot of
their | andowners and growers are interchangeable, too, so just to
close with that.

HEARING OFFICER FAY: Ckay. Good. Then that
concl udes our review of the Lower Tule River Irrigation D strict
appl i cati on.

W dlike to ask again if anybody --

MS. TEN HOPE: Wait a mnute.

HEARING OFFICER FAY: |’ msorry.

MS. TEN HOPE: The last comment just triggered a

question. Wen you said that the | andowners are in common between



both districts and the Pixley application used Lower Tul e header
and the questions were all in regards to Lower Tule custoners, do
you have the load to supply both of a Pixley allocation and a
Lower Tule, or are you counting on one or the other? Because
there were only custoner, the only custoner intent letters cane
from Lower Tul e.

MR. MRLIK: That was a m stake. Lower Tule and Pixley
are the sane office, so they just sent out one custoner interest
notice. And the |oads are separate. Pixley |oads, the |oads
listed in Pixley are in Pixley Irrigation District within their
boundary, and the |loads in Lower Tule are withing the Lower Tule
Ri ver boundary, Irrigation D strict boundary. But that was a
m stake on the letter of interest that was sent out.

MS. TEN HOPE: So you did separate letter of interest
for Pixley that weren't reflected in the application?

MR. MRLIK: Yes.

MR. VINK: W have the sanme nmanagenent so when Richard
deals with us, you know, he just deals with Lower Tule's office.
And because of these applications were put together in the haste
that they were, sone of those little technical details got
overl ooked. W should have sent themout on Pixley |etterhead.
Pixl ey has its own board of directors, its own office; they just
share, have nutual managenents.

HEARING OFFICER FAY: Anyt hing further then? Ckay.



Then that concl udes our review of Lower Tule River Irrigation
District.

And we’d like to ask if anybody is here from Pal ndal e
Irrigation District? | see no indication.

Does anybody wi sh to comment on the Pal ndal e
application? Al right, then that concludes our review of the
applications fromthe irrigation districts within Southern
Cal i fornia Edi son service area.

|"d like to ask again if anybody is here fromthe San
Dieguito and Santa Fe Irrigation District? | see no indication.

| s anybody here from SDGE who woul d |ike to comrent on
t hat application?

MR. WILLIAMS: Good norning. Bruce WIIlians, San
D ego Gas and El ectric.

W have submtted witten comments, and we don’'t have
really too much to add beyond those other than we share the
sentiments expressed by Edison this norning that we are and have
been a participant during the |egislative process during which AB
1890 was crafted and ultimately adopted by the State Legi sl ature.

W do support all the facets of that piece of
|l egislation, and to the extent that irrigation districts seek
exenptions within our service territory, our aimis to ensure that
their applications neet the criteria set forth by the |egislation

and by this Commttee in this Commssion. Qherwi se we are here



to support your efforts.

Thank you.

HEARING OFFICER FAY: Thank you.

Are there any other comments on the San Dieguito and
Santa Fe application? | see no indication so that concludes our
review of the SDG&E service area application.

We'd |ike to next nmove to the Modesto Irrigation
District application.

MR. KIMBALL: Good nmorning. M nanme is Tom Ki nbal | .
" mrepresenting the Modesto Irrigation District. And sitting
beside ne is Ed Jeffers our Engi neering Manager.

MS. KELLY: The first question | have is concerning
the definition of agricultural load. Just to go over the
definition that is in the application, |oad is regarded as
agricultural if it currently receives agricultural rates from P&E
or Edison or can denonstrate it is eligible for agricultural rates
under either the PGE or Edison agricultural schedul es.

In your application you identify a |oad as agricul tural
even though it does not, you indicate, qualify under those
tariffs. Could you just briefly summarize your justification and
give us an exanple. What I'd like to do is have a di scussion
about this.

MR. KIMBALL: I think we’ve had this discussion a

couple of times before in terns of what constitutes ag punping.



And | think we’re in agreenent nore with probably Fresno’s
interpretation of what the term*“ag punping” is.

W feel that ag punping as indicated by AB 1890, and
this is our feeling, does not necessarily restrict an ag punping
definition into the rates of two investor owned utilities. W
feel that the power punps for ag purposes shoul d be taken
literally as in the bill. And if the punping is used for any type
of an agricultural purpose, we believe in the broad definition of
that termand that it should qualify for those applications.

So in our application we’'ve actually identified | oads
that neet the definition as proposed by the Conm ssion for ag
punpi ng, but we have al so indicated additional |oad requirenents
based on a nore broad definition of what ag punping is, at |east
fromour interpretation of it.

So, for exanple -- I'msorry.

COMMISSIONER SHARPLESS: Al ong those |ines, you know
| think it was the Commttee’s interpretation that the ag punping
definition that we used was rather broad, and we excl uded very
little. So to have yet a broader interpretation inposed does
| eave us with questions about how nmuch nore can you extend into
the term*“ag purposes.”

And maybe you were going to that by saying, for exanple,
|, for one, would Iike to know how much further beyond Mddesto

went. | | ooked through the application. | mght have mssed it.



There’s a ot of data here. | tried to go through nost of it, but
| wasn’t quite sure how far you went in your definition.

Sone people got fairly creative about how far you can
extend an agricultural purpose through the processing functions.
So perhaps you could be sinple and clear that | can understand it.

MR. KIMBALL: "Il try to be sinple and cl ear

First of all, our application addressed both aspects.
We took the literal definition that canme out of the Conm ssion and
applied that ag punping definition to | oads that we coul d serve.

W al so proposed an alternate definition that could be
utilized if the Comm ssion so el ected based on, you know, i nput
fromus and other people as well because | know that was a
sensitive topic with the irrigation districts.

But to give you an exanple, you know, a processor, for
exanpl e, a food processor that can actually grow a coomodity and
process it in a vertically integrated business and have t hat
processing, for exanple, count as ag punping may be in a Southern
California Edison territory and yet in PGE that type of an
approach is not allowed I think would lend itself to the argunent
that if processing is involved in an agricultural process and
there’s punping associated with it, that it should be included as
punpi ng for agricul tural purposes.

And that’s one area that we expanded out on.

COMMISSIONER SHARPLESS: But to that definition we



allowed in the P&E area that Southern California definition. But
as you' ve indicated it’s for ag businesses that are, | believe,
vertically integrated and not for those whose processes are done
by various business enterprises.

And so your definition would not only include the
Southern California definition for vertically integrated, but it
woul d al so include businesses, simlar businesses that were
separate enterprises?

MR. KIMBALL: Absol utely as part of the agricultura
purposes. In other words, if they can do it and another entity
can't, and the only issue is who owns the product, you know, to ne
t hat doesn’'t nake a | ot of |ogical sense.

And to further expand the definition, and | don’t think
we really did this as part of our application, but I think we
agree with the concept, we know that the Comm ssion's direction as
it relates to refrigerant punping was not i ncl uded.

Wien you | ook at a facility that, you know, process, for
exanpl e, bell peppers and a major portion of their load is
associated with freezing those bell peppers and it’s a punpi ng
cycle, to ne the definition should be expanded even broader.

And we agree with Fresno's interpretation of that. But
that’s just our opinion. As part of our application, we did not
i nclude that, but just by way of argunent we think it should be.

COMMISSIONER SHARPLESS: You have two proposals,



both for the 40 negawatt. One with the Committee ag definition.

MR. KIMBALL: Yes.

COMMISSIONER SHARPLESS: And the other one with a
br oader definition.

What was confusing to ne is if you use the broader
definition and you keep the 40 negawatts, how does that inpact the
cust oners?

MR. KIMBALL: It inpacts the custoners you may
potentially serve.

COMMISSIONER SHARPLESS: You can serve nore varied
custoners in other words.

MR. KIMBALL: Yeah. If --

COMMISSIONER SHARPLESS: More industrial custoners
t hat have sort of an ag-like --

MR. KIMBALL: Yes. More processing custoners that
have an ag |ink versus maybe --

COMMISSIONER SHARPLESS: But | thought the real
purpose is the gentl eman who got up here and spoke of |egislative
intent and the inportance of agriculture was to link it closer to
agricultural than to industrial custoners.

MR. KIMBALL: Vll, | think AB 1890 basically spells
out what it says, and it says punping for agricultural purposes.
And to nme if it’s an agricultural purpose and it’s punping, it

shoul d be counted. That’s all | can say about it. | wasn't



t here.

COMMISSIONER SHARPLESS: But that, you know, | nean
peopl e are extending that definition to some process that do seem
closer to comercial industrial than agricultural.

MR. BOCCADORO: One of the really problematic things
that the ag community has based is the varying definitions of what
an agricultural custoner is in California.

Bot h Edi son and P&E have defined the agricultural class
custonmer to be so small that we now represent roughly about three
percent of the load as a class of custonmers in California. Even
t hough when you | ook at agriculture as a true industry and you
| ook at the processing side of the business, which in many cases
is vertically integrated in California as was stated, it's really
much bi gger than that.

And one of the reasons why agricultural rates are so
high in California we have argued at the Comm ssion is because
they’ ve defined us down to this really production ag. And | don’t
think that the intent of the Legislature was just trying to help
that one little piece of production ag but was intended to help
the ag industry in the rural comunities, again where these
irrigations serve.

| think the processing definition is problematic because
you can have a very large famly owned operation with a processing

facility that’s on an agricultural account, and you can have a



simlarly sized facility, you know, and Gallo cones to mnd, a
very famly owned business growing a | ot of grapes, producing a

| ot of wine, and you can have a very snall or a snaller privately
owned processing facility that would be on a commercial and

i ndustrial account.

| don't think that’s fair under the existing tariffs,
and | woul d encourage the Comm ssion to | ook at the broader
definition because |I think that it does fit within the intent of
AB 1890. It was just to help the --

COMMISSIONER SHARPLESS: But you know, we’re not
excludi ng those people fromthe intent in 1890. Wat we're
tal king about is a 50 percent ag punping and then 50 percent
ot her.

And there is that other category, and for a very libera
interpretation one could argue that by doing a very |i beral
interpretation, you're making it nore difficult on ag to get their
ag credit. Because why go for ag. W’II| just go for the
industrial guys that are ag |ike.

MR. BOCCADORO: | agree there’s an inportant
bal anci ng poi nt you guys have to decide. M comments weren’t
suggesting, and ny nenbership is nostly ag oriented and |1’ d be
commenti ng agai nst ny nenbership if | was suggesting that you
should grant it all to the industrial custoners.

| was nerely trying to point out that the definitions



t hat Edi son and PG&E both use are problematic, and they really
don't capture the ag industry as a whole. But | agree.

COMMISSIONER SHARPLESS: | can appreciate that. |
think fromny side of this dais it’s the other equation, you know,
to make sure that ag gets what ag is due, and that it just doesn’t
get two commercialized guys that say they re ag.

MR. BOCCADORO: | agree. There were sone very
creative interpretations of what is agricultural load in sonme of
the applications. | don’'t think that necessarily applies to the
processi ng applications though.

PRESIDING COMMISSIONER ROHY: I’d just like to
comment that the Commttee thought |ong and hard on the definition
of this as a result of our public process. And speaking for
nyself and | believe that we had agreenent here is we have a very
broad definition as we published it in our instructions. And we
felt that was nore inclusive than sone suggested, and, in fact,
included a | ot of processes that are out there.

So we cane away after the instructions feeling that we'd
been very broad in our definition. You are now extendi ng our
definition further, and that’s where we’'re havi ng probl ens.

MR. KIMBALL: Let ne state that we’'re prepared
obviously, to accept any definition you come up with. W just
propose an ulterior argunent, you know, to the whole definition of

ag punping. W’'re prepared to build it and serve regardl ess of



what the definition is fromour application.

COMMISSIONER SHARPLESS: Thank you.

HEARING OFFICER FAY: More questions of Mdest0?

MS. KELLY: Yes. |In Table 1 of your application you
asked for eight nmegawatts in every year that we're offering them
I f you were given nore than eight negawatts in 1998 through 2000,
woul d you be able to utilize then?

MR. KIMBALL: Yes, we woul d.

MS. KELLY: So this was your conservative. You can
hear from ot her people they ve asked for a mnimumand a maxi num
Even under the “now’ definition again?

MR. KIMBALL: Yes, we feel we could serve it.

MS. KELLY: If we gave you, let’s just hypothetically,
if you were to get 15 in ‘98 all within the 40 range.

MR. KIMBALL: Addi tional ?

MS. KELLY: Yes.

MR. KIMBALL: Yes, we feel we could. |In fact as part
of our applications we have commtnents with cities to the north
of us to actually build facilities in relatively short tine
franes.

W basically staggered these out based on what we feel
the intent of the bill was. But if we could get additional
all ocations earlier, we could use them

MS. KELLY: Up to 407



MR. KIMBALL: Yes. Now, as part of our application
we also indicated that if there is any other unused all ocation
that we would also apply for that. And that’s not shown on your
sheet here, but we did file application for that in the event
there i s any unused.

| know PGXE nade sonme comments in their application or
in their comments regarding the applications as it relates to
unused all ocation of that exenption. And our interpretation of
the bill is alittle bit different than theirs.

We don’t think the intent of the Legislature was to
allow, for exanple, unclainmed allocation to go unused in one
service territory if other irrigation districts wwthin the state
could use it. And we would just recomend that the Conm ssion
review that portion of the bill because we don't want to see, for
exanple, if it’s used in Southern California to have that
exenption lost in the state and not the full 110 megawatts bei ng
used.

HEARING OFFICER FAY: Ckay. Any questions fromthe
Comm tt ee?

MS. TEN HOPE: I just want to, you’ ve presented four
di fferent scenarios, and two scenarios for the 40 negawatts using
two different definitions and then the 71 negawatts uses a broader
definition. |Is that stating that if the Commttee were to use the

definition in its original application with the maxi num al |l ocati on



you could qualify for is the 40 nmegawatts? Because you show no
hi gher nmegawatt using that definition.

MR. KIMBALL: I think we did use our definition for
the 71 and also the 110. | think our feeling is is that if the
Conmi ssion uses a nore, you know, a nore specific definition of ag
punping that we could use up to the full 110 nmegawatt capability;
using a nore specific definition of ag punping.

MS. TEN HOPE: Tied to the tariffs?

MR. KIMBALL: Tied to the tariffs, yes

HEARING OFFICER FAY: I"d like to ask if any of the
ot her peopl e present have questions of Mdesto Irrigation?

M. WI I oughby.

MR. WILLOUGHBY: My nanme is Tom W I I oughby w th PGEE.

For the record | was P&E s chief negotiator on this
aspect of the bill, and | do feel that | should at |east for the
record comment on the statenent that was nade about the allocation
of the 110, and that you should use the full 110.

| think that the video tapes that were nmade of this
whol e proceeding, and there are sone 52 or 3 video tapes, reflect
the fact that the essence of this agreenent was that the
Legislature said there’s 110 negawatts of CTC exenptions here, and
we want to allocate themin a proportionate fashion anong the
three investor owed utilities: PGE, Edison and San D ego.

| think they were quite mndful of the fact that these



CTC exenptions directly inpact the utilities’ ability to recover
their stranded costs. | think that was understood by all of the
parties.

And so that if a utility such as PGE or Edison is asked
to pick up some stranded cost exenptions for another utility,
that, | think, disproportionately inpacts, anong other factors,
the ability of the absorbing utility to apply that to their
stranded cost. They re being asked to in effect absorb nore
stranded costs than anybody felt at the tine.

So | think that’s an inportant point to be nade, and I
woul dn’t want to have that lost in the shuffle. This is an
equation that has to bal ance on both sides. These stranded costs
are things that the utility absorbs rather than the custoner.

So | think I've made ny point. | hope it’s been
under st ood.

HEARING OFFICER FAY: Thank you. Any ot her comment?
M. WIIoughby, do you have any comments on Mddesto' s application?

M. Manheim while PGE is up.

MR. MANHEIM: Bill Manheim PGE

On the sane issue if we could just focus for a mnute on
t he | anguage of AB 1890, and specifically Section 374 A-1© on this
i ssue of the allocation of the 110 anong the three irrigation
districts.

It’s very clear at 371 Subsection A that the 110



nmegawatts shall be allocated anong the three service territories.
If you skip to Section C, it tal ks about re-allocation, and the
speci fic language is “shall be further allocated anong the
respective irrigation districts within that service territory by
t he Conmi ssion.”

So we think the enphasis on “within that service
territory” pretty clearly confirns the legislative intent that M.
W1 | oughby was just referring to.

HEARING OFFICER FAY: Thank you. Any other comments
on the Mddesto application?

MR. MEITH: Thank you, M. Fay. M nane is Jeffrey
Meith, and | represent Cakdale Irrigation D strict.

| have one question, M. Fay, for you | guess because
perhaps | didn't quite understand the procedure. This is in
connection with the confidentiality request under the trade
secrets.

| understand sone of Mdydesto’' s proposed custoners are,
for exanple, within the boundaries of Cakdale Irrigation D strict.
But as | understand your conment | guess | had assuned that that
woul d al ways be confidential, which nmakes it a little difficult
for us to assess an application when we have no know edge of
exactly who' s being served.

Procedural |y when woul d you anticipate, if you can, when

there woul d be a determ nation based on whether or not this type



of customer information is truly trade secret?

HEARING OFFICER FAY: M. Ratliff, can you address
the tine frame on that?

MR. RATLIFF: Yes. Qur regulations require that the
determ nation be made within 30 days of the request. And at that
tine the determnation will also include the period for which it
is to be confidential. Wether it is indefinite or whether it is
only tenporary.

In the interimperiod they will continue to be treated
as confidential. |It’s ny understanding that that determ nation
will be made in the very near future and be nmade public.

MR. MEITH: | thought your definition of trade secret
was very generous. | nean | would have to state that | think the
definition typically tal ks about information which is really
inportant to the particular trade or industry.

Now it’s certainly true in the case of maybe a | arge
processor that their electric load and their use of electricity
could be a trade secret, but we are talking in the broadest, in a
sense, ag punping. And | could inmagine there is a |lot of ag
punpi ng | oad which I would have a very difficult tinme classifying
as a trade secret. And | think | would hope that that
determnation will at |east rest to sone extent on the particul ar
use of the energy invol ved.

| woul d suggest to you that an individual grower and/or



a district owned punping plant, for exanple, its power |oad is not
a trade secret. But |I guess we'll have to await the
det er mi nati on.

G ven that constraint to sone extent on our analysis, |
guess | woul d pose a question to Mddesto. And that is can Mdesto
share with us the areas in which their proposed CTC all ocations
woul d be used in terns of the service areas involved?

MR. KIMBALL: And | guess ny response to that is
that’s part of the confidentiality portion of our application, and
the Comm ssion can reviewthat if they so desire. But we don't
feel at liberty at least at this point in this session to disclose
exactly that detail ed information.

HEARING OFFICER FAY: |"d like to add before you
leave in addition to the tine franme that M. Ratliff nentioned, ny
understanding is that if the party applying for confidentia
handling is disappointed in the Executive Director’s ruling they
can appeal that which would further extend the period that this
i nformati on woul d be kept confidential.

But it seens to ne that you' re perfectly within your
rights to direct a letter to the Executive Director detailing any
concern you have with the handling of a particular application for
confidentiality if you don’t think it should be perhaps as broad
as it was applied for, that sort of thing.

MR. MEITH: | appreciate that, but, of course, our



standpoint the application is a total blank in ternms of the
custonmers. So | can frane a generic-type of question, but
obviously you' re well represented. And | think the definition of
a trade secret is pretty well laid out in the statutes. So |
woul d assune that that analysis is going to be nade. But |
appreci ate your comrent, and | rmay well do that.

Again, | think that’s what led to ny question is just
trying to determne fromthe standpoi nt of where Mddesto’ s goi ng
to serve exactly the particular custonmer |oads they' re talking
about and how it’s going to be all ocated.

| guess ny other question would be then to Mdesto, and
that is looking at the application that identifies the contractua
arrangenents with various cities, and ny question would be is
whet her or not any of the agricultural |oad that you would use for
CTC exenption is located within those cities for which you now
have contracts?

MR. KIMBALL: Yes, sone is |located in those.

MR. MEITH: But you're not in a position to say what
portion of it?

MR. KIMBALL: No.

MR. MEITH: Thank you. That’s all the questions
have.

MR. RATLIFF: Could I just ask you before you sit

dowmn I'’d like to know, if you can, if you could describe to ne the



information that you' re interested in you think should not be
confidential and why.

It is ny understanding of them and | |ooked at these
applications quickly, but the confidentiality requests generally
were of custoner lists and of letters of intent filed by
custonmers. There seened to be a consensus earlier that these
ki nds of things were highly sensitive to the applicants because if
they are made public they allow other persons or other entities,
such as the independent utilities but perhaps al so other
irrigation districts, totry to strike separate deals with these
custoners. There seened to be a general interest in trying to
prevent that from happening. And | wondered what exactly your
objection to that treating such information as confidential is,
what your interest in seeing that would be.

MR. MEITH: My bi ggest concern, at |east procedurally,
is that absent identification, at |east sone degree of
identification of the proposed custoners, it’'s very difficult to
anal yze for us. | appreciate that the Staff and the Conm ssion
has all the information. 1It’s very difficult to analyze the
nature of an application.

The second thing | would observe is that fromny
perspective, | appreciate a |ot of people were concerned to the
sensitivity, | deal alnbst exclusively with public agencies, as a

practical matter custoner lists of public agencies, in ny opinion,



except with very limted exception, are not confidential.

So I’mnot sure while | appreciate that may have been an
overwhel m ng concern of sone people to keep them confidenti al
because they were worried about the conpetitive nature of this
proceeding, | would dare say that does not nmake themtrade
secrets. Again the definition is pretty narrow.

Unfortunately you tend to learn nore on the |istening
side of these argunents. |[’'ve dealt with a ot of Public Records
Acts disputes involving public agencies, and I woul d dare say that
the burden is far nore onerous to establish that a record is a
trade secret or confidential under the Public Records Act than it
is to disclose it.

M/ immedi ate problemis only in terns of analysis of the
applications. | would certainly tell you that in ny opinion it
woul d be hard to put a trade secret exenption over a use of power
for punping of water, use of power, for exanple, in dairies. |'m
having a hard tine visualizing those as trade secret.

| appreciate that the Comm ssion did extend that and
said you can nake a claimfor it if you want. | really amnore
concerned about analysis of applications once that determ nation
i s made.

MR. RATLIFF: Yes, | think you can perhaps appreciate
the difficulty that the Conm ssion had and then the Commttee here

because they wanted to get as nuch information as they could. |



think there was the concern that if people revealed their
custonmers or intended custoners in a public way, if that was going
to occur, they wouldn’t give as nmuch information. They m ght be
not nearly so forthcomng in their applications.

It presented sonmewhat of a dil enma because, you know,
you want to have an open process where people can | ook at the
applications as well, but I think the concern was that we woul d
get less information overall if we did not allow people to, or
make it clear that people could provide such clains.

I f you have a concern about that, | woul d suggest that
you address it now. | believe ny recollection, | don't have,
unfortunately, the confidential regul ations before ne, but ny
recol lection of the process is that there will be no appeal period
followng the determnation. But if they are determ ned to be
confidential, a disgruntled party can raise that issue by
application again to the Executive D rector questioning the
legitimacy of the confidentiality claimand requesting public
di scl osure.

| think the appeal process basically runs to those who
seek to nmake confidential docunents public. So that’s ny nenory
of the regul ation.

MR. MEITH: | don’t want to overstate this. Qur
concern is | was just trying to analyze the application. 1It’s

i npossible to do it.



The fact that maki ng sonething confidential may induce
delivery of nore data is not a grounds for confidentiality under
the Public Records Act. [It’'s got to be covered under a specific
exenption. That’s ny point.

But obviously the Conmm ssion has the data. You re able
to make the determnations. It just nmakes it difficult, for
exanpl e, OCakdale, we're interested to the extent Mddesto desires
to serve custoners in Cakdale, and it may be a very valid and
i nval uabl e type of service. W’re interested in services to be
provided to beneficiaries potentially in our district, and just
for their benefit as well as our know edge. And it just places us
inadifficult position to analyze the application.

| grant you that the |egislation doesn’'t demand that we
are able to do that. So perhaps that’s the way it rests, but I
woul d di spute the contention that if the determnation of a trade
secret is we need to nake it a trade secret to get the data, that
is not an interpretation that applies under the Public Records Act
for public agencies.

MR. RATLIFF: That woul d not be the basis of the
determnation. It would be to determ ne whether or not it was a
trade secret in the sense that it’s defined in the Public Records
Act .

| guess the question | have for you is how woul d you use

that information if you had it? | nmean you say you would like to



have it to know who within your district had professed intent to
sign with Mddesto, but how would that nmake any difference in terns
of assessing? How would you utilize that information if you did
have it?

MR. MEITH: For exanple to assess the determ nations
of what is an ag punping | oad and what is not an ag punpi ng | oad.
To differentiate between industrial and not industrial. To
determ ne fromthe standpoint we certainly favor the custoners in
public within AOD. To determne and to assure ourselves that if
in the Comm ssion’s deliberations we are not successful that our
custoners and anong ot her reasons it’'s because, for exanple,
Modest o, which is seeking to serve those custoners, we would |ike
to see that those custoners are being well served. | think that’s
how we woul d use it.

| don't see it as necessarily favoring our application
because our applicationis filed. W did provide custoner
information. But | see it really nore as determ ning those what |
consider pretty crucial definitional points and determning that,
in fact, benefits of the allocation to Mddesto, if they' re
successful, are truly going to benefit the custonmers within QD

MR. RATLIFF: Ckay, thank you.

MR. MEITH: Thanks.

HEARING OFFICER FAY: M. G eenwal d.

MR. GREENWALD: Thank you. |’m Steven G eenwal d.



| " m here today on behal f of Hunt and Wesson which is a tomato
processor in QCakdale, California. And what | would like to do is
gi ve you the perspective of this legislation in this process from
t he custoner side of the neter.

| think the nost inmportant thing is that we see all of
AB 1890, including Section 374, to benefit California citizens,
busi nesses and enpl oyers, and to emanci pate this trenendous group
of citizens fromunnecessarily high rates, unreasonably high rates
whi ch have plagued this state for all too many years.

|"mhere to tal k about the rules you have set up
consistent with the legislation and which you re going to allocate
based on conmtnent and viability. And those two phrases are
per haps interchangeable. And we’'ll be tal king about conm t nent
and viability.

Let nme digress for a second. | can perhaps clarify sone
of the information. W have said in our comments that Hunt-Wsson
is intending to do a transaction with Mbdesto Irrigation District.
W are physically located in the Gty of Cakdale.

W gave information to Mbdesto. | haven’'t seen what
they’ ve submtted in their application with respect to us. W
certainly consider our |oad data very very sensitive. W are in a
conpetitive business, and the manner in which we spend noney on
electricity is sonething that our conpetitors would benefit from

A little background about Hunt-Wsson in Cakdale. As |



said we're a tomato processing facility. W'’ve been there since
the early days of World War I1. Over the last half century we’ve
expanded the facility several tines. Today we enpl oy about 900
peopl e during the peak season, and we're currently undergoi ng an
expansi on.

In early ‘96 we began exploring alternatives to
continuing to take retail electric service fromPacific Gas and
El ectric. And we talked to several irrigation districts in the
vicinity of Cakdale and Mbdesto. And we | ooked at the sane things
that you shoul d be | ooking at or you are looking at. Viability.
Coul d these fol ks provide us reliable, cost effective, conpetitive
retail service? Wre they in for the long tern? Could they
deliver power in a tinme frane we wanted to?

And we went through a process, and we nade a
determnation to go with Mddesto Irrigation District. And ny
understanding, well, there is a letter of understandi ng between
Modest o and Hunt - Wesson. My understanding i s Mbdesto has put that
inits confidential portion of the application so you have it
bef ore you.

W are conmtted to finalizing a power purchase
agreenent in the near term The one thing that it’s contingent
upon is getting a CIC exenption through this process. Wthout
that, the economcs of CTC and the unknown, the vagaries, would

make any non-CTC transaction inpossible for us to proceed upon.



You can’t nake a choi ce between vendors when you don’t
know what it’s going to cost you. One strong benefit of a CIC
exenption is it lets us sit down at the table with all the knowns
with Mbdesto and work out a transaction that nakes sense for them
makes sense for us, and allows us both to proceed.

W have been, with respect to commtnent, | think it’s
important that we stress we have been involved in this process
fromday one. W were with you the first day in Merced, and we
stressed to you at that tine that you fol ks cone up with rules
whi ch woul d al |l ow t he maxi mum al | ocati on of 110 megawatts, you do
so in an efficient, equitable and expeditious manner.

| nmust say that at tinmes we debated with you and your
staff as to wherever or not you' d do that, but we feel very
strongly that your rules that cane out in Decenber 24th wll
enabl e you to achi eve those objectives consistent with the
stat ute.

VW' re also very appreciative of the fact that you appear
commtted to issuing a final ruling in March of this year and
truly allowing the 1997 exenptions to cone into play as intended
by the Legi sl ature.

| want to talk a little bit about viability, commtnent,
specificity, tineliness. First, I want to address two threshold
extraneous issues that were put on the table by comments filed by

other parties. First, | don’'t want to beat a dead horse, but | do



agree with the water agenci es what Edi son presented to you in
their comments their statenent that CTC exenptions are detrinental
to the State of California. That is just not acceptable.

This is no time to re-debate that issue. CTC exenptions
are fundanentally inportant to this state to maintain conpetitive

options. Conpetitive options which we’ve had in this state well

into the early part of this century. Fundanentally inportant. |If
| could, I would ask for a notion to strike Edison’s coments with
respect to that. | don’t think it’s necessary.

Let nme say that you have been presented this argunent by
other utilities in this process, and you have steadfastly refused
totake it. | don't think you're going to take it again. | don't
think you're going to consider it seriously again. | think you're
going to reject it as you have.

| also need to address for a mnute a comment nade by
Wodbridge in their comments filed the other day. They said that
you have a threshold issue before you. Before you can decide
whet her or not Modesto can get an exenption to serve in Qakdal e
you have to nmake sone decision of who has legal priority between
Cakdal e and Modesto to get a CTC exenption in the Gty of Cakdal e.

| don’t have any idea where this concept canme from The
legislation is very clear. It says that any irrigation district
can serve retail custoners in Stanislaus and San Joaqui n Counties

and get and apply for CIC exenptions. It doesn’t say anybody has



territorial rights or anything like that. There’s no basis for
it.

And | et nme further say that what this whole process is
about, what all of AB 1890 is about is letting the nmarketpl ace
take over. As | said at the beginning, we talked to severa
irrigation districts in this vicinity. W went through a market
process. W are the market, and we determ ned Modesto is the nost
viable, the nost commtted, the best able to neet our short- and
| ong-t er m needs.

COMMISSIONER SHARPLESS: | feel sort of like we're
getting paid political announcenent here for Mdesto, and |
appreciate the fact that they have such a cheering section here.
But perhaps we can keep to the application itself. |If you have
anyt hing specific to applications.

MR. GREENWALD: Yes. If we could, let ne just trust
that this Wodbridge cooment | woul d urge you to put aside and
| ook at the application and with respect to the standards,
viability, specificity, tineliness, there’s no question, by any
standard, Mddesto has to prevail.

And | think first and forenost what you have is a
custoner in front of you saying that it is conmtted to proceedi ng
with Modesto. And we’'re commtted to proceeding June 1, 1997. |
don’t think that any other, it’s hard for ne to, fromwhat | saw

in the applications of the other districts, it is hard for ne to



imagine a lot of thembeing able to serve a custoner with retai
distribution facilities 01/01/97. The fact 70 years or so in the
retail distribution business sonething we’ve | ooked at.

| think one of your questions earlier was to one of the
ot her districts about what’s your electric experience. Wll, we
heard sone of the people in our group had done sone electric
generation projects. That’s a lot different than retail
distribution business. And that’'s what the product we’re | ooking
at right now.

Were they conmtted froma board. Wat fornalization
have they done. The Mbddesto Board has approved, and it’s in their
application, the public part, their ability to serve custoners in
Cakdal e.

And nore inportant fromour perspective Mdesto Board is
also coonmtted to initiating direct access prograns so that for
custoners like us who select to go wwth themwe will have the sane
opportunities to buy our own supply out in the marketplace and use
Modesto’ s distribution facilities to deliver the power. Very
inmportant to us in selecting Mdesto.

They have specific gane plans on how to get the
incremental facilities in place. They have the financial ability.

And in closing, to ne the difference betwen Mdesto and
sone of the other applications is Mddesto and Hunt-Wsson cone to

you and say we have everything in place, with one thing, CIC



exenption. Sone of the others seemto be saying give us the

exenption, and then we'll start the process going. Then we’ll
cone back to you with custoners. Then we’'l|l conme back to you with
facilities. Then we’'ll cone back to you with financial analysis.

W' re just the opposite. The only thing that’s mssing is the CIC
exenpti on.

Thank you.

HEARING OFFICER FAY: Thank you.

Does anybody el se wi sh to address the Mdesto
appl i cati on?

MR. MOUNT: Yeah. |1'mfromFresno Irrigation
District. |It's apparent fromthe Hunt comments and the GCakdal e
comments that there is some duplication of |oads on the Mdesto
appl i cati on.

And |1’ m curious whether or not the Conm ssion, and,
Gary, maybe you can answer this, if you have enough information to
det erm ne whether or not sone of the |oads that Mdesto is
applying for is also being applied for by Wodbridge, Cakdal e and
Sout h San Joaqui n.

W’ ve al ready gotten one exanple of Hunt-Wsson, and |’ m
not sure of the size of that |oad, but | believe Mdesto covers
all of these service areas. And in light of the fact that we're
over subscribed by nore than a hundred percent over subscri bed,

we're concerned that this issue is addressed.



And | guess ny question again is do you have enough
information to determ ne whether or not there are duplicate | oads
bei ng applied for?

MR. HOFFSIS: I think we can say without violating
any confidentiality, yes, there are certain | oads that have been
requested by nore than one irrigation district. And, yes, to the
extent that we can, we’'re going to, quote, correct or recognize
that in the allocations.

MR. MOUNT: Very good. Thank you

MS. KELLY: But you understand that absent a statenent
from Hunt - Wesson that they are going to go with them it’'s very
difficult if you see the sane person represented in each
application for us to nmake sone kind of a judgnent on a business
deci si on.

Now clearly with Hunt-Wsson we know what their position
is, and we can nmake the appropriate adjustnents when we | ook at
the various | oads that people are projecting. But it is sonewhat
problematic for us to nmake any judgnent on a busi ness deci sion
that we don’t have the intent nade clear by the possible custoner.

HEARING OFFICER FAY: Co ahead.

MR. BOCCADORO: M chael Boccadoro again, and |
appreciate it. 1’1l try and keep ny comments specific and brief.

A coupl e of concerns about Mdesto’'s application. In

t hose cases where they are encroaching into the irrigation



district service territories of sone of the others that also are
here before the Comm ssion in seeking to get into the business, |
woul d encourage the Comm ssion to grant preference to the other
irrigation districts to first give thema shot at those

al | ocati ons.

And the reason for that is one of the beauties of
irrigation district that | have tal ked about before the Public
Uilities Comm ssion and Legislature is accountability. And
t hey’ re account abl e because they have | ocal el ected boards.

When your power goes out, you don’t have to call San
Franci sco or Rosenead or the Public Wilities Commssion to
conplain. You have the ultimte conplaint power in the ball ot
box.

And so it’s very inportant to the Conm ssion to
understand and give an opportunity to those irrigation districts
that are seeking allocations that nmay al so be sought by anot her
irrigation seeking to encroach into their service territories to
give preference to the locals. | think that’'s inportant. And
they have the best interests of the locals in mnd since they' re
accountable to the locals.

Secondly, in terns of this comment by Hunt-Wsson as to
viability and coomtnent, |’ve talked briefly about this, but I
think it’s inportant. The Comm ssion, if you haven't | ooked at

t he experience that we’ve recently gone through with an irrigation



district in California in Merced Irrigation District, they re not
here today seeking allocation because they have a separate
al | ocati on.

They recently got into the irrigation district business,
and I'mfairly famliar with their process because they’ re one of
ny menbers.

They did it with relative ease. They weren't in the
di stribution business prior to that tinme, but they did it wthin a
matter of nonths. And they got in with transm ssion, got in wth
distribution, with the help of Mddesto and Turl ock. And they had
a unique situation since they were located in close proximty

So this viability issue isn't as big and bad as sone
peopl e would portray it to be. It is not that difficult, and I
want to make that point, to get into the distribution and
transm ssi on busi ness.

COMMISSIONER SHARPLESS: Could I ask a question,

t hough, with respect to Merced. Merced was basically taking its
custonmers fromits own irrigation district, right?

MR. BOCCADORO: That's correct.

COMMISSIONER SHARPLESS: And here we have a
situation where we have vying irrigation districts going outside
of their territory vying for custoners. Now | quite frankly think
that’s a good thing because that’s conpetition.

MR. BOCCADORO: Sur e.



COMMISSIONER SHARPLESS: And | would go with the
Staff and say, you know, that it’s going to be difficult, | think,
for the Conmttee to try to sort out when you try to do this 50
percent | oad requirenment how you can guarantee, if you're going to
allow for that kind of conpetition, that the people who get the
allocation will also have the 50 percent ag punping load. So we
have that additional problem

But in addition to that, | think there is a legitinmte
concern that there mght be some peopl e who have given nore
t hought, have perhaps pursued what is needed nore than others, and
you do get into a viability issue of making sure. Because | do
take our mandate seriously, and they wanted -- the Legislature
intends for this allocation to be used. So we’'re not just, you
know, spreadi ng seeds out there where sone are going to grow and
sone aren't. And it is sonewhat of a crap shoot based on sone of
the informati on we have.

So, you know, the Commttee’'s going to have to bal ance,
it’s truly going to have balance a |lot of information, and | hope
the people here in this audi ence understand that there’'s a
tremendous anount of bal ancing that’s going on. And we're trying
to take all of the coments that have been given today into
consi derati on.

But it nmakes it even nore inportant, | think, the anmount

of detail that we’ ve gotten in the applications on which we can



make decision. That ultimately will be what drives the
al l ocations by this Commttee.

This issue of overlap, I’mnot quite sure how we're
going to deal with it. Maybe you can give us sone gui dance.

MR. BOCCADORO: Vell, | do have a suggestion on one
way you can approach that, and 1'll get to that as ny |ast point
t oday.

| want to get back to the general point is there s no
guestion Mddesto’'s probably very viable in terns of their
application. They' re obviously in the business. They' re doing a
very good job. Their rates are very low. Their custonmers appear
to be very happy fromthe ones that |I’'ve spoken with that are al so
ny menbers. No question

The issue isn't are they nore viable. It should be are
the others viable as well. And ny point is to look, if you want
to expand the, and | think as the Legislature did in their intent,
was to expand conpetition through this irrigation district
al l ocation, you have to | ook beyond the existing irrigation
districts to really acconplish that. |If you look solely within
those, you' re sinply adding to the conpetition that already exists
in those | ocal areas.

And I’'d, frankly, like to see that, and we fought very
hard to get this 110 negawatt allocation. | don’t think Tom

W1l oughby will disagree with ne that it was one of the nost



contested points in the legislation towards the latter end of it.

And clearly |I think you want to spread those benefits
further up the valley and further down the valley to the extent
that you can with the reasonabl e consideration that those projects
be vi abl e.

One way you may approach the viability issue is a fal
back is to | et Mbdesto sort of play clean up. Gant the
al l ocations to sonme of the other irrigation districts that have
asked for them and if they can't utilize themin a reasonable
amount of tine as determned by this Comm ssion, then to
re-allocate those to Mbdesto because it’'s pretty clear they can.

But if the Commssion’s intent and consistent with the
intent of AB 1890 is to get sone of the other irrigation districts
into the business, and I want to nmake that point because | think
clearly if that was the intent of the Legislature, the Mdesto
| anguage relating to Stanislaus County was one of the final, fina
pi eces.

The whol e i ssue of service outside of irrigation
di strict boundaries was one of the nost hot issues in the
| egislative arena. And that was sparked by Mddesto' s efforts to
serve power far outside of the irrigation district inthe Gty of
Pi ttsburgh

And so | find it ironic sonme people here arguing that

Modest o shoul d be rewarded by granting themthe whole 110



megawatts or 71 when in fact a lot of the debate and a ot of the
conpetition today that we're facing over the 110 negawatts is
result of Mddesto’s own aggressive actions to go far outside of
the irrigation district. They started the whole exit fee concept,
if you will, because of their aggressive actions.

If you |l ook at PG&E s exit fee filing before the Public
Uilities Comm ssion, they very specifically cite the efforts of
Mbdesto to go after Pittsburgh

And so |I'’mvery concerned about that. And | want to
make it clear that the Legislature did intend for these to be
spread beyond the existing utilities and shoul d be given sone
priority to those other irrigation districts that want to get into
busi ness and with a fall back to nmake sure that the allocations
are utilized.

Cearly, we didn't fight for nothing for the 110
megawatt allocation. | want to see themutilized nore than anyone
in this roomprobably today and to use that as a fall back
position to grant those because we know Mbdesto can use them

COMMISSIONER SHARPLESS: | don’'t see anything in the
| egi sl ation, perhaps you can help nme out, that allows this
Comm ssion to do a fall back

MR. BOCCADORO: | don’t think there’s anything that
doesn’t allow you. There was one clause in the legislation, I

don’t have a copy in front of ne, that granted you very broad



authority to nake sure that they are utilized to the fullest
ext ent possi bl e.

What we sought to do by putting a specific date for
proposal s to the Conm ssion was to nake sure the process got
started quickly. There’s nothing in that legislation that stops
you from having a secondary process or a re-allocation process. |
don't think there’s any limtation on that whatsoever. And |
don’t think anyone in the Legislature would, frankly, have a
problemw th that.

COMMISSIONER SHARPLESS: What woul d be the tine
frame?

MR. BOCCADORO: | think that’s what woul d be
reasonabl e, and |I think maybe the irrigation districts should have
sone input in terns of, and | ooking at Merced may be a good
exanple, in terns of howlong it took themto get into the
busi ness. A year, you know, if they can’'t utilize their
allocations within a year’s time, that nmay be reasonable to cone
back and re-allocate themto another irrigation district.

But the intent was to get themall utilized. And I
think no matter how careful you are, you re going to have sone
all ocations that aren’t utilized in a tinely fashion, and you
shoul d have sone fall back position. And it allows you to, in ny
m nd, do what the Legislature intended, which is to get these out,

you know, in sone cases to newirrigation districts that aren’t in



the business with the fall back position of what the Legislature’s
intent was as well of nmaking sure they're all utilized. It’s
creative and it allows for that to happen

So | offer that as one possible way. And I, frankly,
think it’s consistent.

Modest o’ s and Hunt-Wsson’s points are that these others
aren’t viable. That Mddesto' s really the only viable one out
there, and | don't believe that. Not for a mnute. And if that's
their true position, then they shouldn't have a problemw th
playing clean up in terns of these other district allocations.

PRESIDING COMMISSIONER ROHY: | appreciate your
comments, and 1'd like to confirmthat what Conm ssi oner Shar pl ess
said about following the, not the intent, but the letter of the
law as witten as our intention here that we want to get these
used.

W don’t, excuse ne, |'Il speak for nyself, do not see
preferences, as you mght indicate, witten into there. It is to
get these allocations utilized. And that’'s why we are expediting
the process and trying to nove forward very quickly.

And | was just |ooking at the letter that we sent out on
Decenber 24, and if | may read for just two lines it says, “Please
provide the information requested in the attached application
format in as nuch detail as possible. Al applications should be

conplete and final.”



And that was our intention then, and it’s now, is that
we expected that their viability would be proven in their
applications to us. And we have to rest on that, what they have
applied to us. W’re going for, I know you didn't say this, but
we're not going for a second round of information on the
proposals. You were suggesting a second application process for
unused.

MR. BOCCADORO: | guess the point | was making is to
ook at viability there are different levels of viability.

Qovi ously Modesto is probably nore viable than sone of the others
just because they’'re in the business.

But Merced is a great exanple to | ook at because they
weren't in the business and got in very efficiently, very
effectively, and they're currently up and operating and going to
be expandi ng over the next five years. And | think they re a good
exanpl e.

COMMISSIONER SHARPLESS: As soneone pointed out to
me, and 1'd |ike to perhaps get your reaction to this, this is |
know you don’t have a section of the bill perhaps, but it’s in
Section 374-1(b), last sentence says, “Any allocation which
remai ns unused at the end of any year shall be carried over to the
succeedi ng year and added to the allocation for that year.”

That inplies that if a district gets an allocation, it

would roll. Nowif the Commssion were to do a fall back position



and say, well, if sonmeone doesn’t use their allocation within a
year, whatever not, would not that fall back position be in
viol ation of that |anguage?

MR. BOCCADORO: It’s possible that it would be in
violation. | think that is sonmething that appears to be to
conflict to sone degree. There may be a creative way to deal with
t hat .

The irrigation districts at sonme point, if they aren’'t
nmoving forward, it’s going to be clear to them and |I don’t think
they want to preclude any of the other irrigation districts from
t aki ng advantage of the load. And so there may be sonethi ng
witten into, sonme voluntary agreenents that can be witten and
entered into between the Conm ssion and the irrigation districts
as a contingency. It may be also sonmething we look to to clarify
and --

COMMISSIONER SHARPLESS: | would prefer to have it
clarified in statute than i ndependently doing some creative
i nterpretation.

MR. BOCCADORO: Understood. | nean | ook at our side
of the issue, too, because, you know, in devel oping the
| egislation there was a | ot of changes that were nade in |ate
ni ght negotiations. And we couldn’t, Lower Tule is a good
exanpl e, too, we couldn’t hope to have understood every possible

subtl ety because all these irrigation districts are different.



But | think there is some roomfor creativity there to utilize
sone of the discretion that the Legislature granted to the
Cormmi ssi on.

PRESIDING COMMISSIONER ROHY: I"d like to kind of
use the prerogative of the Chair here and say that these are itens
that we can cover after our initial allocations. And if they are
unused, then we may have to neet with the Legi sl ature personnel or
do other actions. But today we intend to review the proposals or
applications as submtted.

MR. MEITH: Could | just take a shot at your question
if you don’t m nd?

PRESIDING COMMISSIONER ROHY: Very briefly.

MR. MEITH: Yes. | would only note that that section
in ny opinion, relates to the allocation by utility service area,
Subsection B

And in answer to your question regarding authority to
effectively go back and ensure that the allocations being used in
perhaps along the lines M. Boccadoro’s suggesting that you have
to, if allocations aren’t used in the future they may have to go
to another entity. | would only point you to the | ast sentence of
Subsection C, 374 A-1(c) that says, “The Energy Comm ssion
Conservati on Devel opnent Conm ssi on shall have the discretion to
all ocate the | oad covered by this section in a nmanner that best

ensures its usage within the allocation period.”



| would interpret that as giving you the authority to
make sure that power allocated is, in fact, used by the allocatee,
if I can invent that word, and that if it is not in fact, it can
be forfeited or re-allocated to other allocatees w thin that
utility service area.

And, frankly, the irrigation district --

COMMISSIONER SHARPLESS: You can i magi ne the
difficulties of that, though, you know It’s sort of like if you,
| mjust imagining now, here you are, you're a business, and the
CEC has given you an allocation. You ve now gone forward with
busi ness deal i ngs based on that allocation, and we’ve nade sone
determ nation that if your business dealings haven't produced sone
result within one year we’'re going to pull a plug on you, it seens
to nme problematic.

Maybe 1'm you know, sensitive to the facts that when
governnment taketh and then governnent taketh away that there are
sone financial ramfications that one has to be careful of.

And so if this, in fact, were an approach that seened
like it would bridge sonme of the difficulties that we m ght have
inthis allocation process. | think we would have to be very
careful on how we did this because | would hate to see sone
repeats of governnent nmaking decisions, you know, well-neaning
deci sions that have far reaching financial ramfications for

i nvestors and econom c deci si ons nade by various parties, and, you



know, affecting the credibility of an irrigation district.

MR. MEITH: | would only, I'’mnot saying it woul dn't
be a task, but I would note that those of us in the irrigation
busi ness, frankly, that’s the basis upon which we have our water
supplies. W have to build facilities to divert them we have to
use water beneficially and in a reasonable manner; and if we
don't, indeed if we don't for a period of five years, we can have
it taken fromus.

So the concept of living true to your word and
diligently pursuing an allocation, and if you don’t, in fact,
aren’t able to use it, having the allocation wthdrawn is a, |
appreciate it nmay be a painful risk, but it is a risk that we deal
Wit h.

And | woul d not suggest that the option is pulling the
plug. Indeed, if an allocation is being used by those portions of
the allocation, or those recipients, it’'s the difference in ny
m nd between taking the excess that appears to not going to be
used and retaining that which has been put to use. But | think it
is atask that we're certainly famliar wwth it in the water
busi ness.

HEARING OFFICER FAY: M . Boccadoro

MR. BOCCADORO: Just real quickly I just wanted to --

HEARING OFFICER FAY: If it’s real quick. Wre

going to break at noon.



MR. BOCCADORO: Geat. | just wanted to add that in
further review 1(b) does apply to the utility service areas, not
to the individual allocations to the district. So it would not
preclude that sort of approach.

And the one year that | tossed out, that was just
tossing out there. It nmay be nore reasonable to have a | onger
period of tinme. |’mnot suggesting a specific amount of tine.
But that approach clearly isn’'t precluded by the |egislation.

HEARING OFFICER FAY: Ckay. Just a mnute, M.
Mussetter.

W' re going to break now and cone back at one o’ cl ock.
Al right. So we’'re adjourned until 1:00.

[ Luncheon recess from12: 00 pmto 1: 05 pm ]

HEARING OFFICER FAY: W are back on the record.

MR. MUSSETTER: |”ve been told at lunch this is the
case, but | just want to --

THE REPORTER: Excuse ne, sir. Wuld you identify
yourself for the record, please?

MR. MUSSETTER: Bob Mussetter with Enova Energy
Managenent .

| want to ask Mbdesto, do you have 20 negawatts of
agricul tural purposes punping based on the Conmttee’s definition?

MR. KIMBALL: Yes, we do.

MR. MUSSETTER: kay. That’'s fine. Wat neans of



converting horsepower to kWdid you use? D d you use .746 or
one-to-one or sone ot her nunber?

MR. KIMBALL: V& used one-to-one.

MR. MUSSETTER: One-t o- one.

MR. KIMBALL: Thousand kW per hor sepower.

MR. MUSSETTER: Thank you. That the questions | had.

| had one idea or thought. [If it turns out, as it
appears it may, that the full 110 won’t be used because they' || be
|eftovers in the Southern California Region, mght it not be
concei vabl e that this Comm ssion coul d engi neer sone arrangenent
between the utilities so that there would be a settlenment between
themand the full anount could be applied on a statew de basis?

And | suggest that for two reasons. | think that based
on everything |’ ve been told, including M. Bob Ham and what M.
Boccadoro has said, that the intent of the Legislature was to see
that 110 negawatts be used on a statew de basis and not sone
| esser nunber.

So for that reason al one, and the other point is that I
doubt very nuch that it would warrant clean up legislation to go
back to the Legislature on that point. 1It’s just probably your
decision if it's going to be nade or not.

PRESIDING COMMISSIONER ROHY: Appr eci ate your
comments, M. Missetter.

HEARING OFFICER FAY: Thank you.



Any ot her conmments on Mbdesto’s application? Al right,
| see no indication.

Wul d you like to make a cl osing statenent?

MR. KIMBALL: Yes, | would. 1'd like to nmake just a
brief statenment on M. Boccadoro’'s comments as it relates to
preferential consideration given to irrigation districts locally.

AB 1890 clearly indicates the San Joaqui n and Stani sl aus
Counties are open to all irrigation districts, and | think that
was primarily set up because of Mddesto since we presently serve
everyone in our irrigation district and our ability to conpete.
And we are very nmuch in favor of conpetition

| think an inportant aspect of all of this that | don't
t hi nk has been really enphasi zed enough here is what custoners
want. And | know for the Modesto Irrigation District communities
to the north of us have cone to us seeking our power. And | think
part of that is because of our reputation, of our |owrates, and
because of our history. And so as we tal k about conpetition and
al locations, | think custoners should have a big say in terns of
who they have as their provider and not necessarily just because
an irrigation district is |ocal.

Al so, under the water code as an irrigation district
serves outside its area there is | ocal accountability through the
city councils and the board of supervisors to provide that as part

of the water code. So it’s not |like they don’t have | ocal



representation as it relates to the service provider. And | think
that’s an inportant aspect, too.

And the last itemregarding Merced Irrigation District,
we were directly involved with Merced getting into the electric
business. And | would just Iike to say that the reason that
appeared to be relatively easy was because of the significant
board conmtnent to getting into the electric business and a
strong commtnent froma custonmer. And that was with or wi thout
CTC, and | think that’s an inportant aspect.

As M D noves forward, we are presently noving forward
with or without CTC exenptions, and | think that’s an inportant
poi nt .

W feel our rates today are probably | ower than they
will after the CTC goes away with our conpetitors. And as such
our board has authorized and we are noving forward today with the
exenption or not to provide service. And that’'s because we have a
strong belief in commtnent that our rates will be |ow and we’l
be able to conpete in the future, not just over the next few
years.

Modesto Irrigation District has been stated has been in
t he busi ness since 1923, and we have a history of low rates for
our custoners and very high electric reliability. And we plan to
be there in the future.

W have an organi zation that’'s ready to utilize the CIC



today. W have construction, engineering, scheduling, control,
custonmer service, all the support services frombilling, neter
reading, to acconplish this now, and | think nmaybe that’s what
sets us apart from ot hers.

Qur board is adopted through resolution our ability to
serve. They are commtted to being in the electric industry and
they’'re commtting to serve new custoners and expandi ng our
territories. W have the financial resources, and, lastly, we
conti nue to have an outpouring of custoner support for the service
that we’re providing.

In summary 1'd just like to say that we hope that the
Energy Comm ssion will give us a full allocation, and we woul d
just like to say that our organization is conmtted to fully
utilizing whatever allocation we receive. And that’'s all we have.

HEARING OFFICER FAY: Thank you.

W' d |ike to nake now an adjustnent in the schedul e.
Sone of the people fromFresno Irrigation district have requested
an earlier tinme because of sone conflicts they have, and so we’l|l
next nove to Fresno irrigation D strict.

MS. KELLY: I think it would be good to identify
your sel ves.

MR. MOUNT: Yeah, ny nane is Bob Mount. |'mthe
Manager with Fresno Irrigation District.

And with me we have representatives from Henwood Ener gy,



Doug Davi e and Jeff Van Hor ne.

MR. DAVIE: Maybe it mght help, I know there have
been a coupl e of questions that have been key, to start off it
m ght help, if you |ike, we can nmake a couple of introductory
comment s.

HEARING OFFICER FAY: W' d prefer to have the Staff
go ahead and you can nake your comments. |If they’'re not covered
in the questioning, nmake themin the wap up.

MS. KELLY: The questions we have are sonme of themare
general, but nost of themare specific. And, again, as | said,
we’ ve | ooked through these various applications, and we’'re trying
to find as nmuch specific detail as possible.

The first question: |Is Fresno Irrigation D strict, the
district itself, planning to build the distribution facilities?
WI1l you be responsible for building then?

MR. MOUNT: That’ s correct, yes.

MS. KELLY: And you will be financing these costs
through the district?

MR. MOUNT: Through the district or through a partner
or through the custoner.

Actually right now we have entered into agreenents with
two power custoners, and as part of those agreenents financing for
the facilities that will serve themw || be covered by the

custoners. W' Il also be doing that with several other custoners



t hat have expressed an interest in doing this sane arrangenent.

Wth some of the rural areas we nmay be seeki ng outside
assi stance for financing.

MS. KELLY: So let’s just say for the initial phase
that through partners or these custoners the financial resources
wll come fromtheminitially.

MR. MOUNT: That’ s correct.

MS. KELLY: And initially is the district itself going
to put up any financial support itself?

MR. MOUNT: I have not got an indication fromour
board that they were willing to do that. R ght now for the first,
for at least the first year, all of us, all of the construction
costs will be covered by the electric power custoners. | suspect
that once we get beyond that stage that our board will probably
assist growers in the construction of their facilities, you know,
t hrough financing either warrants or bonds.

MS. KELLY: In your application you indicate that
prelimnary bids were received by Fresno Irrigation D strict
estimating the costs associated with building distribution
facilities.

MR. MOUNT: W’ ve received sone prelimnary
construction estinmates, not bids.

MS. KELLY: Construction estimates. D d you solicit

these in a conpetitive manner? Did you, | think in terns of an



RFP, did you say to a nunber of people --

MR. MOUNT: W have not issued an RFP. Sonme of this
i nformati on was vol unteered, and there was an exchange of
i nformation back and forth fromthe outfit that provided these
prelimnary construction estimates.

MS. KELLY: So these are prelimnary. Wuld you
anticipate that if you got the CTC exenption that you woul d then
maybe go out to a | arger market?

MR. MOUNT: Yes.

MS. KELLY: And have --

MR. MOUNT: Yes, absolutely.

MR. DAVIE: Shoul d probably al so note, Linda, in that
when we got those nunbers we also applied a factor to increase
themto be conservative so that in the analysis of it we didn't
just take the nunbers. W increased themw th a significant boost
to say, hey, let us be conservative in our analysis to nake
certain so that when we go out to inplenment this we know we’'re
going to cone in at this point or better.

MS. KELLY: Ckay. Beyond securing reliable power, we
read that portion of your application, there was an absence of
specific plans that you contenplated to provi de mai ntenance and
custoner service. | realize that you said that you didn't want to
have a | arge bureaucratic organi zation, and so you woul d have

ot her people do so.



But ny question is, that’s fine, and if you contenpl at ed
doi ng that, how did you estimate the cost that woul d be associ ated
wi th operation and mai nt enance and customer service in your
estimate of capital costs?

MR. DAVIE: Maybe what | can do is add | was the
consul tant that worked with Merced Irrigation District in putting
toget her their programand working closely with themto inpl enent
retail electric service for Merced Irrigation District. And for
pur poses of what Fresno is |looking at initially we’re | ooking at
many of the same kinds of opportunities to take advantage of
conpetitive suppliers, don't create an initial infrastructure than
can be burdensone, especially as you get into business initially,
but to use the sanme kinds of conpetitive opportunities.

Al of the services that are necessary to get into
business for an irrigation district in Fresno's situation are
available fromnmultiple conpetitive suppliers.

Havi ng gone through the process once, all of the pieces
conme together very quickly. Once the decisions were nade to nove
froma timng standpoint, it was a matter of nonths to put
everyt hing together once the coormtnents were nade. Once all the
pi eces were definitely there, in a matter of nonths you can put
all the pieces together and be in business providing reliable
conpetitive power.

And so we’'re | ooking at the sane kind of approach for



Fresno initially. As time goes forward, you can re-assess that
and | ook at the potential of bringing on staff that woul d be
Fresno ID staff to start providing the services directly. But
initially we’re not |ooking at and Fresno’s not | ooking at
creating its own bureaucracy. Rather it’s going to use
conpetitive supplies and only create and use its own staff where
that is the | owcost option

MS. KELLY: How do you estinmate what those costs are
going to be unless you go out, and other applicants have provided
i nformati on about they’ve already gone out and they know what
t hese costs are going to be, often fromother people as well?

And what | was trying to get fromyour application is we
asked for specific details, and | was wondering in you provided
confidential information about capital cost, and there is no way
for me to understand whether you have included in your estimate of
capital costs things beyond construction which would include
servi ce, operations and mai nt enance.

MR. DAVIE: Yes. Al of those in the confidentia
exhibit where we have outlined Fresno’s expected cost of power,
all of those elenents are in there. That's the power supply, the
cost of all the services, 8\ neter read, that is a conplete
accounting of all of the costs, and it’s based on our experience.
And again it’s a very conservative nunber based on the experience

we' ve had.



But the nunber that’s in the confidential exhibit on
Fresno’s costs does have all those pieces. If you would |ike, we
can certainly provide you a break down of what the various
el ements are of how we built that nunber up. But, again, we’d
want to do that confidentially.

[ Pause i n proceedi ngs]

MS. KELLY: ["11 just, D ck advised ne that | shoul d
talk to the Coomttee about this and see, you know, if this would
be useful. So at the tinme, you know, right now | just don’t have
t hose nunbers so those details aren’'t available to nme. That was
t he purpose of the question.

MR. DAVIE: Right, and I’msorry. Those details
aren’t there, but the nunber you were provided has all of those
conponents init. It’'s a fully | oaded cost.

MS. KELLY: Al right. The question that |’'ve asked
ot her people as well have you conpleted a feasibility study to
determne the feasibility in the short termand the | ong term of
your district venture into retail electricity sales? And has this
been presented to the board of directors? And is there any
resol ution by your board of directors to support this and
associ ated community support?

MR. MOUNT: There were two feasibility reports. One
was done by Henwood, and then another one was done by nyself wth

regard to the rural portion of our ag water punping.



As a matter of fact, the board has seen both of those
eval uations. They both call for a pay back, and that includes the
construction of the distribution systens, and, | believe, two to
three years for the larger custonmers, and | think three to five

years for the rural ag punping.

Qur board has authorized and we have executed electric
power agreenments with two of the | arger custoners. Because of the
nature of the smaller custoners and their ability to nove back and
forth between P&E and, you know, it’s inpossible to enter into
t hose sorts of agreenments with growers.

| mean there’'s too much unknown for a small farner to
enter into an electric power agreenent. They don't know what the
CTIC costs are going to be. You know, there’'s too much unknown.
And | didn't feel that it was appropriate to execute agreenents
with small er custoners.

MS. KELLY: But as far as your board goes, in other
i nstances that |1’ ve observed with municipalization, even | think
that the resolution fromthe board that shows a strong conm t nent
of not only the board but the community to go forward with
projects is always very, it tells something about the viability of
a project.

MR. MOUNT: They have aut hori zed bi ndi ng agreenents
with electric power custoners to provide electric service.

MR. DAVIE: You mght also note that Fresno’'s



i nvol verent and getting into the industry preceded AB 1890 was
well in advance. They retained the services of Henwood Energy
Services early on in 96 and was tal king with Fresno about the
opportunities, kinds of things they could do.

Their board engaged the services of Henwood pre- AB 1890,
and they were pursuing actively down the path of getting into the
el ectric business providing the kinds of benefits that conpetitive
electric supply would be, you know, it bring into their service
area, a high level of interest froma nunber of custoners.

So they say one of the reasons why Fresno was not, you
know, you didn’'t see that nuch or hear that nuch about Fresno was
there was great uncertain beyond what changes the | egislation was
going to make. So al though we were engaged in working with them
early on, decisions to, you know, how we could nove forward were
del ayed pending resolution of the |egislation.

MR. MOUNT: As a matter of fact as AB 1890 has sl owed
down our devel opnment there is a possibility if it hadn't been for
the CTC exenption that was i nposed upon the irrigation districts
by AB 1890 that we coul d possibly be delivering power to those two
el ectric custoners right now

MS. KELLY: Wth regard to the possibility of |ease
options, if you have the opportunity to | ease distribution
facilities fromPG&E, would you anticipate that you would do it

for the long termor the short termand then build distribution



I i nes yoursel f?

MR. MOUNT: It would be very short term

Qur econom c eval uation indicates that even for the
rural areas we can repay the costs of those facilities within
three to five years. It doesn’'t nmake sense to | ease those
facilities for longer than it takes to actually construct our own.
It’s nore expensive to lease than it is to own.

It’s the same as renting a hone versus buying one. You
know, if you buy, you buy it once; you rent it, you buy it
forever.

MS. KELLY: Anot her question that | have asked others
as well and 1'd like Fresno with regard to the m ni num anount of
t he exenption, have you considered -- let’s just say it’s cut at
ei ght nmegawatts. |If you got an ei ght negawatt exenption that was
given to you over the five years, would this allow you to go ahead
wi th your project?

MR. MOUNT: It would very seriously constrict us. |
woul d say that we woul d probably still go ahead with the eight
megawatts exenption, but we wouldn’'t be able to do the sorts of
things that we’ re planning on doing and woul d probably have to
wait until the deregulation transition period was up before we got
back involved in a growth node.

MR. HOFFSIS: Does that nean, though, when you say,

“into a growh node,” that if you got as little as eight negawatts



you woul d make use of those? You could go ahead and use those?
O are you saying that would not be adequate?

MR. MOUNT: That’ s not enough to serve the two
el ectric power custoners that |1’ve got, and I would need to talk
with them about the feasibility of that because they re invol ved
in the financing these facilities.

| ve gotten sone indications fromthemthat just on the
reduction in costs in distribution that the CTC may not be a
factor that would prevent us from goi ng ahead with sone of our
pl ans.

MR. HOFFSIS: Is there a nunber that you' d care to
state that would be kind of the threshold that would really nake
this a going project or below which it is doubtful?

MR. MOUNT: I would say it would start to becone
difficult at half of what we’ ve asked for.

MR. HOFFSIS: So at 20.

MR. MOUNT: That’s correct.

MR. HOFFSIS: | have a couple of questions. One,
we're going to be tal king about nore |later today, but just to
confirmas Mdesto did, when you were converting horsepower to
kil owatts you were using essentially a one-to-one or actually
one-to-one rati o?

MR. MOUNT: That’s correct.

MR. HOFFSIS: | have a couple of questions on



confidential parts of your application so please hel p ne nake sure
that we don’t reveal anything that we shoul d not.

On the table in your confidential portion that’s |abel ed
“Phase in,” and | don’t believe there’s a page nunber on that, but
it’s your annual | oad sunmary and break down.

MR. VAN HORNE: Can | just point out that got
revi sed.

MR. HOFFSIS: Yes, yes, | understand

MR. VAN HORNE: There’s a revised copy in the
clarifying responses to that table.

MR. HOFFSIS: Yeah, it’s very slightly revised.

Yeah, we don’t need the specific nunbers.

MS. KELLY: I have themif anybody, you guys, not
ever ybody.

MR. HOFFSIS: Under one of your conputations you did
i nclude and nmention that you included refrigerant | oad.

MR. MOUNT: That’s correct.

MR. HOFFSIS: And the questionis if the Commttee or
assumng the Commttee is steadfast in its earlier decision to
exclude refrigerant |oad as punping, as agricultural punping, then
woul d that nmean that the maxi num allocation you would be eligible
for would be two tines the nunbers that are shown on that |ine
| abel ed “Non-refrigerant ag punping | oad”?

MR. MOUNT: That’s correct.



MR. HOFFSIS: And woul d you care to say how t hat
alters the application or the approxi mate magni tude of those
nunbers? O do you have any objection if | say to put into the
record?

MR. MOUNT: The decision to include or exclude those
fromour application is entirely the Conmssion's. As a matter of
fact we’ve introduced the information so that the decision can be
made in either manner

You know, | think that the point that we nade was that
the refrigerant | oad that we were applying for was the ag
producers refrigerant |load. W’re not tal king about a, you know,
comercial /industrial processor comng in, you know, buying an ag
product and processing and converting it. W’re tal king about
the, you know, the actual producer refrigerant | oad.

| guess that's a vertically integrated was the word that
was used.

MR. HOFFSIS: Wen we tal k about those ag producers
there are on that page a nunber of custoners |isted, actua
specific custoners by nane. Are all of those custoners now
currently receiving or eligible for agricultural rates, either
from PGRE or Edi son?

MR. MOUNT: | believe that the, and |’ ve been told,
that the two naned woul d be.

MR. HOFFSIS: So that even continuing with --



MR. MOUNT: Under Edison’s tariff, not PGEE.

MR. VAN HORNE: In our application we point out that
they woul d qualify under the Edison tariff definition of ag
service as vertically integrated producers.

MR. HOFFSIS: Coul d you point ne to that because I
think I may have mssed that then. O is that in the confidentia
part?

MR. VAN HORNE: That would be in the mddle of page
seven, second paragraph under “larger custoners” in the
non-confidential application.

MR. HOFFSIS: Al right. So your assertion is that
even with the Commttee' s what's been terned a narrower definition
of agricultural, these custoners all qualify?

MR. VAN HORNE: That’s correct.

MR. HOFFSIS: So the only issue at that point then is

the issue of refrigerant |oad and whether it constitutes punping

or not.
MR. MOUNT: That’s correct.
MR. DAVIE: I would |like to maybe nove back to the
| ast -- you asked himthe previous question about the translation

from horsepower to kilowatts and the clarifying response.
Question nunber three we did point that out, and although we said
it’s one-to-one, realize that we’'re | ooking at the horsepower to

get the water on the land and that we’re taking account of a



conversion of .7457 kilowatts per horsepower |osses through the
system and ot her pi eces.

So the one-to-one is not a conversion of horsepower to
kilowatts. |It’s getting, it’s the kilowatts required to get the
water onto the land. And it’s starting with a point of horsepower
per acre-foot delivered. And that’'s why we're getting the
one-t 0-one conversi on.

MR. HOFFSIS: | understand, and | only nentioned to
make sure that that's clear to everyone here because you nay be
gone but | think we’re going to have nore discussion later this
afternoon because those conversions have been done a variety of
ways, and we want to see if we can achi eve sone at | east
under standi ng of the different ways.

Last question. On page nine of your application you
allude to the possibility of granting partial exenptions. And I
know we’ ve di scussed this before, and in PGE s comments you’ ve
noticed that they don’'t think that’s possible. And the question
isif it turns out that that is not going to be permssible for
what ever reason, how does that affect your application or the
viability of your progran®

MR. MOUNT: It’s a non-issue. It’s a non-issue. |If
we're required to under CPUC or if CEC to apply those to discrete
custoners and retain themwth that, we can handle that. W'’ ve

di scussed that we can adjust | oads or give credit for exenption



paynments in order to bal ance those out.

W' [l handl e that however we have to handle that. |
don’t think the Conm ssion needs to concern itself with that
issue. It can concern itself with whatever it w shes, but it’s
not an issue for the irrigation district.

MR. HOFFSIS: No nore questions

COMMISSIONER SHARPLESS: On that issue I'd just like
to pick up on Staff’s point and see if | understand what point
t hey were maki ng and whet her you address that point. The question
is: Do your load figures reflect partial CTC exenptions?

MR. MOUNT: No, they do not.

COMMISSIONER SHARPLESS: Ckay. That clarifies that
poi nt .

| have one other, not to bel abor because | know we’'re
under a tine constraint here, but | was a little, I was trying to
follow the earlier discussion about, and | think I understand your
position about the CIC and your plans to go forward. | just got,
| guess, confused between what sounded |i ke sone opposite
statenents being strung together that didn't nake sense. On the
one hand | thought | heard you say that you would go forward with
your plans despite the CTC exenption.

MR. MOUNT: No, | said if it had not been for the CICs
i nposed by the AB 1890 we woul d probably have been delivering

power by now - -



COMMISSIONER SHARPLESS: Ckay.

MR. MOUNT: -- to the two custoners that we’ ve entered
into agreenents with.

COMMISSIONER SHARPLESS: Ckay. Now t he second poi nt
is that you said that you need at |east a threshold of 20
nmegawatts in order to go forward and nmake your plan viable.

MR. MOUNT: That's a feeling that | have. You know,
|"ve got commtnents to provide service to two custoners right
now. Those facilities are going to be financed by those
custoners, and to the extent that there’s going to be the
possibility of a limted exenption that’'s going to tie into their
w llingness to finance their portion of the facilities.

And, you know, even though that portion of it is
between, | think we [ooked at like 1.7 to 2.7 years in terns of a
pay back, and they're willing to take the risk on that tine or
period of pay back. [I'mnot sure if they' re going to be willing
to do that if it’s a three, four, five or nore. W’'d really have
to eval uate what the pay back period is going to be.

W don’t know what's going to happen after five years.
As a matter of fact, we’ve limted our focus area to those areas
that we are sure that we can guarantee a pay back within the
transition deregul ati on peri od.

Al the other areas, portions of our district where we

can’t, and, you know, we eval uated pay back periods for other



areas, and they were in the 10 to 15 or nore sinply because there
wasn’t the load, that it was a very low | oad factor, they had high
wat er tabl es access to surface water, we did not even consider
those. Even though we nmay go back at a |ater date after

deregul ation, we did not consider themas far as the CTCs.

And as a matter of fact, we have limted the area that
we're going to be able to feasibly provide electric service within
our district to, I would say, probably less than 10 percent of our
total service area for that reason. [It’s just not economcally
feasible within the five-year transition period.

COMMISSIONER SHARPLESS: So a 20-negawatt all ocation
woul d mean that it would increase your pay back period.

MR. MOUNT: It could potentially, that's correct.

COMMISSIONER SHARPLESS: It could potentially. And
it could affect the interest of sonme of your |arger custoners that
woul d support.

MR. MOUNT: That’s correct.

COMMISSIONER SHARPLESS: The underlying cost of the
infrastructure.

MR. MOUNT: And bearing in mnd that those |arger
custoners are hel pi ng us aggregate power so that we can reduce the
cost for our rural growers.

You know, we have two phases of this. W have the rura

smal l er growers, and then we have the larger group. The |arger



group is going to be assisting us in financing sonme of the
facilities to serve the smaller users. And to that extent, you
know, it could have serious consequences if that |load is dropped.
At this point I don’'t know w thout consulting them

W really have to know what sort of allocation we're
tal ki ng about before we can nmake that decision or that statenent,
and we really need to consult with our custoners.

COMMISSIONER SHARPLESS: Ckay, thank you. | think
that clears up the confusion | had on the statenments you nade.

HEARING OFFICER FAY: Does anybody have questions of
Mbdesto Irrigation? Fresno, rather. Sorry.

M. Manhei m

MR. MANHEIM: Thank you. 1'd just like to clarify a
couple things for the record. M. Kelly asked a question about
| easing so | thought | should take this opportunity to clarify
P&E s position on | easing.

As a general matter we do not intend to | ease to any
irrigation districts. |f the Comm ssion concludes that an
irrigation district has a viable construction alternative and
warrants exenptions to that irrigation district, we wll consider
| easing to avoid a duplication of our transm ssion system W
haven’'t nade any decision to do that, but that’s the only context
in which we’ll consider |easing.

So in the exanple of Ms. Kelly' s question, M. Munt



stated that Fresno would only be interested in a short-terml ease
whi ch woul d buy themtine to build their facilities. | think it’s
extrenmely unlikely in that circunstance that PGE woul d | ease
because that woul dn’t avoid duplication of facilities which is the
pur pose of the program

MR. MOUNT: Wul d you sell to avoid duplication?

MR. MANHEIM: So again, we woul d ask the Comm ssion
not to consider the prospect of leasing at all in your viability
assessnents because in our view |leasing only beconmes an option
down the road that’s available to those entities that can actually
build and construct. So we would only do it, if at all, as a
means of avoiding duplication of facilities.

MR. DAVIE: I would add, | think, in that we have had
conversations wth PGE and net with themon this very issue, and
that is why our application is premsed on Fresno buil di ng
facilities. And we did in our application identify that we woul d
consider alternative arrangenents such as leasing if, in fact,
that were an available option. But the application and everything
we have done is prem sed on Fresno buil di ng everything.

COMMISSIONER SHARPLESS: Could | ask in the case of
Merced, you're using it as an exanple of an irrigation district
that turned things around fairly quickly, have they |eased or did
t hey buil d?

MR. DAVIE: They built everything. And, again, that



was because for the sane reason. They were not afforded the
option of not building so they built.

MR. MOUNT: Conmi ssi oner Sharpless, if | could just
clarify sonething. |It’s true that Merced owns, but what they own
is asingleline that’s less than a mle in length, and they serve
one custoner. Well, if it’s not true, you can clarify, but that’s
ny understanding. There is a substation as well, but | understand
that’s owned by the custoner.

HEARING OFFICER FAY: Any ot her conmments on the
Fresno application?

MR. DAVIE: I mght add just in response | think that
t he comment was nmade about Merced they are in the process. Every
industry, every business starts with one custoner. Merced started
with one custoner. That's absolutely correct. They are in the
process right now of expanding their system They' re being fought
tooth and nail all the way along by PG&E in terns of all the
processes that they have to go through. Environnmentally they go
t hrough and do the negative the environnental processes. P&E is
exenpt fromdoing those. They' re being fought tooth and nail al
the way, but they are proceeding down that path. They have been
sl owed down clearly by P&E

COMMISSIONER SHARPLESS: Wll, can | ask a question
if you start with one custoner, and the law requires that in every

year you have 50 percent ag punpi ng, how does that work?



MR. DAVIE: Because of the change in |law, Fresno is
going to be required to initiate and start service with multiple
custoners early on. Again, somewhat depend upon the
interpretation that conmes out of this Commssion with regard to
the ag punping requirenments. But we are |ooking at and our plans
include building facilities to hook up and start initial service
with nultiple custoners to ensure that we’'re in full conpliance
with the rul es however they cone down are interpreted.

So Fresno is going to be alittle bit different from
t hat perspective, but they' re going to get into business, and
there will be in a very short tinme frane. You probably have for
sone short period of tine, whether it’s a day or two days or
what not, only one custoner on line until you get the next one
hooked up.

Fresno will be bringing multiple custoners on line
though initially because of the changed circunstances. The rules
are different today than when Merced got into business.

COMMISSIONER SHARPLESS: Conmm ssi oner Rohy, could |
ask one last foll ow up question?

Regarding that, we have put out an ag punping definition
and | think Fresno is going beyond our ag punping definition.
Does this present a problemif, in fact, you have to build your
facilities in the first year and finance them and have as a part

of your | oad 50 percent ag punpi ng based on the Commttee



definition?

MR. DAVIE: No, it is not. And | think if you | ook at
sone of the custoners that are identified in the confidential
exhibit, you Il see very quickly why that is not a problem W
have sone very |large, sone very large and significant load in
aggregate that can be quickly connected and will, in fact, take
care of that |ess beneficial interpretation. Qur viewis that
it’s vertical.

COMMISSIONER SHARPLESS: Beneficial to sone, less --

MR. DAVIE: It’s less beneficial fromthe irrigation
district’s standpoint, correct, than the custoner’s standpoint.

COMMISSIONER SHARPLESS: Ckay. I'msorry. Thank
you, Conm ssioner Rohy.

PRESIDING COMMISSIONER ROHY: If you were not given
a lease fromPG&E for their distribution facilities and in fact
were to go ahead directly and construct your own, would that
prevent you from accepting a CIC exenption for a year? Could that
be done within a year?

MR. MOUNT: W' re | ooking at potentially at having
facilities, and correct me if I’mwong, constructed probably late
in 1997, probably the third quarter. So there may be a portion of
the tinme that we’'re not able to serve power because we don't have
the facilities. It would be helpful to have the |ease to start

serving the custonmers imediately, but within the transition



period that’'s not a problem But during the first year it would
be hel pful to have the |ease.

PRESIDING COMMISSIONER ROHY: Is eight to ten
nont hs, which is | nmade up that nunber from your point saying
third quarter, a reasonable tinme to permt and construct?

MR. MOUNT: V¢ believe so.

PRESIDING COMMISSIONER ROHY: The gentl eman from
Henwood?

MR. DAY: Vell, we can use Merced Irrigation District
as exanple. It went nuch faster than that.

PRESIDING COMMISSIONER ROHY: Thank you.

MS. TEN HOPE: | have one quick question. | just was
curious what the negawatt load is that Merced is serving within
that short time frame. You said they got up and running. Wat’'s
t he negawatt | oad?

MR. DAVIE: Their first load was, what, in the 12 to

15 negawatt range, sonething in that order. | would have to go
back and | ook at the specifics. It was in excess of 10, |ess than
15.

PRESIDING COMMISSIONER ROHY: | heard a gentl eman

say 11 in the back for the record.
HEARING OFFICER FAY: I's there another party who
woul d i ke to question Fresno on their application? | see no

indication. Al right.



Any final comrents then from Fresno?

MR. DAVIE: I think the only thing that Fresno clearly
wants to summarize and | think has conme out of the questioning is
the level of conmmttedness that Fresno and its board have nade to
pursuing this. That they got involved well before the AB 1890
rules were witten, they saw what was going on, Merced Irrigation
District is an exanple, and they were pursuing that. The board
did make a commtnent. They have invested funds in terns of
hiring some expertise to ook into the options and opportunities.

MR. MOUNT: And we’ve participated in this process,

t 0o.

MR. DAVIE: And actively involved in the process, and
they’ ve entered into a couple of agreenents that are very
significant agreenments wi th sone | arge custoners.

So they are commtted and ready to nove forward, and the
only uncertainty that is remaining right nowis what is the |eve
of benefits that they' re going to be able to provide by virtue of
t he CTC exenpti ons.

HEARING OFFICER FAY: Ckay. Thank you.

Now we’re going to nove to Qakdale Irrigation District.
Are there representatives of QCakdal e here? Good.

Jimand Linda, are you ready to question Cakdal e?

MS. KELLY: Coul d you introduce yoursel f?

MR. BARZAN: Yes, for the record ny nane is R chard



Barzan. |'mthe interim General Manager of the Qakdale Irrigation
District.
MR. HONDEVILLE: My nane is Robert Hondeville. |

work for the Turlock Irrigation district.

MS. KELLY: The first question | have references
Section 3, distribution facilities of your application. In that
section you indicate that you' Il build distribution facilities to

serve the proposed industrial load in 1998, but is your intent to
serve ag punping custonmers with | eased distribution from PGE?

Your application never nentions in any case buil ding
distribution facilities should PGE not | ease you those
facilities. And they've clearly indicated that they are not
willing to do those unless you are proposing to, ny understanding
is, build parallel distribution facilities yourself. | may be
wr ong.

Could you tell us that if that is the single option you
have for ag punping, and you don’'t get a |lease fromPGE, wll
t hat nmake your application invalid, or do you propose, besides the
distribution facilities that you say you will build for your
i ndustrial custoners, would you be willing then to build
distribution facilities for your ag punping custoners? O you
woul d have to.

MR. HONDEVILLE: You' re basic correct. W would

follow through with building facilities.



MS. KELLY: And when you did your analysis, did you
include it, you said that you would, there was information about
building the distribution facilities. 1In your feasibility study
on this did you include the costs of possibly building
distribution facilities to all ag custoners?

MR. HONDEVILLE: W have two parallel reports
Process CTC application and anot her study that was basically a
feasibility study to serve power. That report did cover our
ability to serve with we built all the load. W weren’t | ooking
at leasing in that particul ar option.

W | ooked at several options besides |easing, purchasing
the facilities and so on. That report did cover that, although we
felt in the application it was nore prudent to pursue the |easing
opti on because we figure that woul d be nost val uable to the urban
custoners, would not have to be faced with duplicate facilities,
and al so the rural custoners, it would not really be a useful
appr oach.

It was our precedence to try to go wth the | ease
arrangenent if all possible, but we are fully prepared to build

facilities.

MS. KELLY: And woul d you be able to build those
facilities at the sanme tinme you were building the distribution
facilities to industrial custoners because you woul d have to match

t hem



MR. HONDEVILLE: Yes, we would. The construction of
the 115 1.7-mle extension is a relatively short-termproject. W
feel that we can tap off a customer substation that point and
serve additional agricultural |oad and other comrercial load to
meet our requirenents for the 50/50 all ocation.

MS. KELLY: When you di scuss your distribution
facilities, do you have anybody identified who woul d be buil di ng
those distribution facilities, or can you indicate that if you
intend to build themthat you have sone experience with building
those type of facilities?

MR. HONDEVILLE: Yes. Turlock Irrigation D strict
much |i ke the Mbodesto stated, has been in the power business since
1923. W operate 450 square mle territory, both generation and
distribution facilities. W have trenendous expertise in this,
and we figure we can do this for Cakdale, if they select us, in a
short time period. W’re prepared to do so inmedi ately on their
request.

MS. KELLY: So you woul d provide a conpl ete package.
Basi cally you would provide the transm ssion and then build the
distribution, arrange the interconnection?

MR. HONDEVILLE: W are prepared to offer them
what ever we want, nmuch |ike we are currently assisting the Merced
Irrigation District in sone of these matters as well. W did the

i nterconnection for the Merced Irrigation D strict also.



MR. BARZAN: | think it’s inportant to note that from
the standpoint of many irrigation districts in the State of
California that are trying to enter into the power business we're
not experts at retail power distribution right now | think it’s
very inportant in order to guarantee a very high |evel of
reliability, confidence in the custoner, that we bring people on
board that can prove that we are going to be a viable alternative
to supply and power to the | ocal community.

| think it should be very clearly stated that the
Cakdal e Irrigation District is providing or planning to provide
power to people within its boundaries of service. W are not
goi ng out si de our boundaries of service |like other agencies are
doing in the | ocal area.

That’s one of the reasons why we have been involved with
TID. They have a very good reputation in the power business.

They have a long history, you know. W feel that that adds to our
credibility in the business, and | think as that relationship
devel ops, as well as our history in the business.

The QCakdale Irrigation District has been involved in the
power busi ness since 1953. W have been involved in the
generation business. That as part of a very proactive stance on
behalf to the district on trying to neet the needs of our
constituents. And | think it’s very inportant. W are trying to

respond to custoner needs, and those are the people of our



district, and we have a board of directors that’'s trying to be
responsi ve to that.

W co-own and operate four hydroel ectric power plants on
the Stanislaus River. W’ ve been studying retail power options
for the district since 1988. | believe the CIC exenption that’s
bei ng al | ocated under 1890 has just allowed us an opportunity to
respond qui cker than we woul d have ot herwi se.

Qur hydroel ectric power facilities are comng up for
re-license within the next seven years. As those plants get
re-licensed, we are hoping to bring that power down to our
constituents again and provide that power to the people of our
district so we can benefit themin a manner that we feel is nost
benefi ci al .

MS. KELLY: Who woul d provide the financial backing?
Woul d Turlock provide this, a large custoner, or would the
district provide the financial backing for a building of these
distribution facilities?

MR. BARZAN: As you're probably aware, the irrigation
district has many fornms of which of generating revenue. Cbviously
any financial package we put together would | ook at all options,
whether it be generating certificates of participation, going out
to a general bond for the district as a whole, seeking third
parties for funding sources, again, it becones a business

deci si on.



And again, by trying to keep the best interests of the
peopl e of the community in mnd, we feel we can be responsive and
find the | east cost option that’s going to provide the best
servi ce.

MS. KELLY: Prior to this application have you wei ghed
t hose options? A nunber of applications show that the district
has al ready | ooked at various options and indicates to us that
t here was sone forethought about the financial considerations and
the best way to do that. Have you done any of this prelimnary
foot work that you could share with us?

MR. BARZAN: W have done sone prelimnary work in
regards to trying to figuring out the funding. The line that we
are dedicated to build, I think that we've |ooked at the econom cs
of that. It's difficult to really see through the whol e anal ysi s
because there’'s a nunber of variables that are unknown.

Probably one of the nost key variables of the equation,
| think the reason why we’'re all here today, is to ascertain the
| evel of exenption that we can get. Because that affects the
bottom|ine of any econom c package.

MS. KELLY: Wi ch then just |leads ne to the next
question. Do you have a, you know, if you were, your reguest now
is, let me just check here, is for 11, if you were to get eight
megawatts, could you then continue with this project, or do you

have enough information at this tinme to indicate that?



MR. HONDEVILLE: | think we prefer to go with the 11
if at all possible. I'msure if we were limted to eight, we can

make do. But we have uses for 11 negawatts, and we know we can

utilize that in that load. It would require sone re-study on our
part to determine if we can accept anything less and still be
vi abl e.

MS. KELLY: You woul d have to, if you got |ess, you
woul d have to re-look at this. You have only | ooked at this from
the point of the request that you have asked for?

MR. HONDEVILLE: That’s correct plus a flat 11
megawatt request for five years.

MR. BARZAN: | believe if you would | ook, you know, if
you | ook at our request, | think it’s a fairly realistic plan. W
felt conpelled to follow the Comm ssion’s definitions on the ag
punping |oad criteria.

W're not trying to pull in any outlandi sh ideas of
trying how to creatively determne ag punping load. W’ re |ooking
primarily at the water punping. Dairy industry was an area we
| ooked at very closely because there’'s a |arge nunber of punping
that takes place on a dairy operation

That’ s the kind of, you know, we’'ve been very
conservative in our approach. And | think part of our irrigation
district, you know, dictates that we be conservative. You know,

we do have a responsibility to our constituents to nmake sure that



we're not going out too far on a linb, you know But that is a
responsibility of the district is to take prudent risks to nove
the district in a very proactive manner to address the needs of
the comunity.

MS. KELLY: Do you have any indication fromyour board
or approval fromyour board to go forward with this project?

MR. BARZAN: Yes. The board has been, as | stated
since 1988 the board has been invol ved studyi ng options on retai
power. The board is, right now, is very tentatively waiting for
finding by the Comm ssion here on nmaking a final determnation on
noving forward. If the financial picture |ooks good based off the
econom cs that are reviewed at the end, the board has been very
solidly conmtted to proceeding with this.

The board is still |ooking, again whether or not the CIC
exenptions cone down, is that we know in seven years that we w |
have a very substantial power supply nade avail able that we want
to bring down to our community and put to beneficial use.

So | do not have a resolution saying that the board is
going to nove forward one way or the other, but their instructions
to ne are to very adamantly nove forward on this project and to
make sure it noves forward in a positive direction.

COMMISSIONER SHARPLESS: Could I ask a question?

I s your proposal also prem sed on going outside of your

area for custoners?



MR. BARZAN: No, it is not. It is to stay within the
boundari es of our political organization.

COMMISSIONER SHARPLESS: Is there a concern, well,
there’s a concern on our part, | guess, and one that was expressed
earlier today that sone of the custonmers that are being used to
determ ne economc viability of your project mght be considering
other irrigation districts as their provider.

MR. BARZAN: Fromthe general conversations |’ve had
wi t h numerous | andowners throughout the district as this project
has devel oped is that nost of themare very nuch interested in
| owering their power costs. They' re |looking for a reliable supply
of power, but the bottomline comes down is reliability and cost
of service.

My ultimate goal on behalf of the district is totry to
make sure that our district can benefit as nuch as possible from
this proceeding that’'s taking place today. That’'s to --

COMMISSIONER SHARPLESS: But you' re going to have
conpetition. And obviously you already know that there are
irrigation districts that are in the business that will, in nore
i kelihood, get CTC allocations. And the question would be
whet her or not they could provide your custoners with | ower prices
than you coul d; and whether or not, therefore, you would have the
custoner base to make your project viable.

How woul d you respond to the dilemma that the Conmttee



sees itself in on this?

MR. BARZAN: Vell, that’'s one of the reasons | think
we put forward a very candid straightforward application is to
clearly identify who we are planning to provide power to.

One of the parties that responded during the Mdesto
i ssue was Hunt-Wesson group. | found it rather interesting is
that two days before we filed our application | received a cal
from Hunt - Wesson. And Hunt - Wesson was adanmant about us mnaki ng
sure that we included themin our application.

Now we were not included in the negotiations or
di scussions that were taking place with Modesto Irrigation
District. |If the CGakdale Irrigation D strict cannot provide that
service to constituents of our district, | would like to see that
sonebody can provide that service. So whether it is the Mdesto
Irrigation District or sone other district, I'mstill froma
standpoint of trying to provide service to the people of our
district.

And any way that we can do that. You know, it mght be
that it is necessary to sit down with the other district or other
party and see who is serving who and nmake sure there is no
duplication of service.

Unfortunately, | have not been given any information
regardi ng who the Modesto Irrigation District is planning to serve

within our area. Their description is very broad, includes nore



than our district, it includes areas outside of our district. |
don't know if they're filing for an application to include only
one, two or many parties within our district for service.

| " m hopeful that the Conm ssion can ascertain who they
are trying to provide service to, and if there’ s a duplication of
service, obviously we'd be nore than willing to sit down and
di scuss that.

MR. HONDEVILLE: If I may add sonething, too. In ny
personal contact with several of these agricultural, true
agricultural custoners their concerns were not so nuch, and they
had, sone of them have been contacted by other utilities, their
concern was not which one of these other utilities are going to
get it, but the concern was that they were relieved of P&E s
costs and their rate structures.

That woul d gi ve them a huge anount of relief. Whether
it’s a five or a ten or 15 percent savings, their biggest concern
is getting off PG&E system They don’'t feel that they have any
representation in that system They feel that they are victins
because they’'re an agricul tural custoner.

And we have had just a huge outpouring, and that’s why
our application at |ast nonent we were getting dozens and dozens
of requests to add to this application at the |ast nonent from
agricultural custoners who truly wanted to be, if there’'s an

opportunity there, they wanted to nake sure they were in on it.



PRESIDING COMMISSIONER ROHY: I"d like to ask --
excuse ne. Should we go back to Staff here first?

HEARING OFFICER FAY: Probably if you can wait, yes.

MR. HOFFSIS: Actually this is a follow up to what
Conmi ssi oner Sharpl ess was asking, but | guess since you ve
mentioned Hunt-Wsson and given their statenents today, there seem
to be a pretty clear inclination to be served, to becone a
custonmer of Modesto. Does that suggest then that your application
ought to be nodified accordingly and renove Hunt-Wsson' s | oad
fromyour allocation request?

MR. HONDEVILLE: Vell, we're a little confused since
the corporate office of Hunt-Wsson contacted us and still |ike
us, and we have not heard differently fromthem And this is the
Con- Agra Energy out of Nebraska who does all of Con-Agra
facilities’ energy bidding. And the |ast our dealings was that we
actual ly changed our application at the |ast nonent to accommodat e
Hunt - Wesson. So our application is not built around Hunt-Wsson.

MR. GREENWALD: My | just --?

HEARING OFFICER FAY: Just very brief, M.

G eenwal d.

MR. GREENWALD: Con-Agra is the parent of
Hunt - Wesson. My client is an individual of Con-Agra who's in
charge of buying energy for the Hunt-Wsson facilities. He' s the

sane i ndividual that these fol ks have dealt with, M D has dealt



with. |’mauthorized by Con-Agra, Hunt-Wsson to speak before you
and state its position.

Thank you.

MR. BARZAN: If that is the case, the Cakdal e
Irrigation District has no problens renoving themfrom our
application. It was only upon their request that we added themto
our application to nmake sure that they were included.

MR. HONDEVILLE: W could certainly fill the void
with other commercial |oad and sone snmall portion of ag | oad
within the area, |I’msure

MR. HOFFSIS: Now, when you’ ve got anot her customner
of Hershey that you include a portion of that |oad as agricultura
punping --

MR. HONDEVILLE: Yes.

MR. HOFFSIS: Is that the sane as asserting or saying
that that facility could indeed be eligible for an agricul tural
tariff fromeither Edison or P&E for a portion of its |oad?

MR. HONDEVILLE: That is correct. Wat the water,
yeah, | contacted both Edison at their Ag Tech Center in Tulare
and P&E for the clarification of their agricultural rate
structures, and they are concerned with the end use of the enerqgy.
Were the energy, what’'s the end use of the product that’s
pr oduced.

The water ultimately passes through for sone cooling of



sone raw ml k product before it’s added to the chocol ate
manuf act uring process, and then is returned once it’s cooled into
an irrigation canal for reuse by agricultural custoners.

It’s much like | would consider a water treatnent
facility would be. | mean you' re taking water and using it and
reusing it, but the final end use of the product is for irrigation
pur poses.

MR. HOFFSIS: So you have what you believe is a
determ nation from Edi son that, yes, this would qualify as far as
t hey’ re concerned?

MR. HONDEVILLE: I think it would qualify under
P&E s definition, too. Because the end use of the product we're
not changing formor shape of the product in this process. They
sinply use that portion of that load is just sinply used for
cooling, and its end use of the product is used for agricultural
punpi ng.

MR. BARZAN: | think it’s inportant to understand is
that it’s only a portion of the Hershey load that it is being
consi dered as ag | oad.

MR. HOFFSIS: Under st and.

PRESIDING COMMISSIONER ROHY: I’d like to ask a
question here in your, |I’'Il back up the Hunt-Wsson issue for a
monent. But you had requested for 11 negawatts starting in 1997

and then |l evel for the duration of the program



W have a legislation that requires us to allocate this
20 percent every year of the five-year period. Wat effect would
it have on your programif we in fact allocated, take for exanple,
11 negawatts but 20 percent of it every incrementing every year?

MR. HONDEVILLE: | think we can deal with that. W
do have sone options in pooling our facilities and the nunber of
custonmers we tend to hook up. If you re tal king about escal ating
that nunber or coming up with lower? | want to nake sure
under st and your questi on.

PRESIDING COMMISSIONER ROHY: What ever the nunber
is. Assunme there’'s an allocation to Cakdale. But you have asked
for aflat load. W have to ranp up the |oad over five years.
It’s ny understanding of that. |Is that correct?

MS. TEN HOPE: Across the whol e service territory.

PRESIDING COMMISSIONER ROHY: Across the entire
service. But we can’t give everyone full anount the first year.
Not everyone has asked for a full anount the first year. But you
have.

MR. HONDEVILLE: | under st and.

PRESIDING COMMISSIONER ROHY: And so there is a
necessity of ranping over a service territory. And | was
wondering whether if, in fact, we cane to a conclusion as a
commttee that that had to be ranped in your case, would that have

a significant effect on your proposal, whatever the anount was of



the total allocation?

MR. HONDEVILLE: I would not think so. | assune we
woul d still approach a 50/50 split building out agricultural at
the sane time. | don't really foresee a major problemin doing

that. Qur preferences are going to be 11, of course, but if we
cone up sonething short of that, I'’msure we can nake the best use
of it.

PRESIDING COMMISSIONER ROHY: Then | et ne ask the
flip side. |If you had your full allocation the first year, could
you use it?

MR. HONDEVILLE: Qur construction?

PRESIDING COMMISSIONER ROHY: I ncl udi ng
construction, yes.

MR. HONDEVILLE: Ve Dbelieve we can build fast enough.
Now, a lot of that was taken into consideration that P&GE woul d
| ease sone facilities to us. |If they will not, we’'re just going
to have to build that nmuch faster. W’re just going to have to
build out in areas to identify as nmuch agricultural density as we
can and serve those |oads. Also try to take the agricultural |oad
out of Hershey that we already identified and probably build into
the water treatnent facilities in Gakdale, claimsone of those as
agricultural |oads, because it sonmewhat has adjusted it.

But | feel we could certainly operate under using that

| oad, and any |load would not, if a mnor anmount of that load it



could be rolled over in the follow ng year, we're sure we could
utilize it at that point.

HEARING OFFICER FAY: Are there any comments or
guestions of Qakdal e?

MS. TEN HOPE: | wanted to ask you about Exhibit E
and what this |list of punps represents. It’s a listing of punps
by meter nunber and a rate and horsepower. | can’t really tell
what this is and --

MR. HONDEVILLE: What this is is a way to identify
basically all agricultural custoners.

A consul tant of ours went out at the time it wasn’'t
possible to see everyone’s PGE bills in the short anmount of tine
we had to respond. W did get verbal perm ssion to go through the
dairies, look at the punps. In nost cases the farnmers took us out
to the site, gladly showed up what they had, explained how it was
used.

And we identified this for purposes of reapplying to
P&E to identify the load for themeither in nmeter nunber or
account nunber. PG&E should be identifying exactly where these
punps are. |If they’'re not, we used a little positioning to show
them on the maps where exactly these |locations are for every one
of these punps.

And in case anyone wanted to foll ow up and do any

i nvestigation, we clearly put out where this was, what it is. And



if there’s ever any doubt you' re in the wong place you could just
| ook at the nmeter nunber, determne this is exactly where this
| oad was taken from

MS. TEN HOPE: Was this conpared to usage information
anywhere? This gives you horsepower, but it doesn’t give you any
sense of how --

MR. HONDEVILLE: Basi c, yeah.

MS. TEN HOPE: -- much these punps are used.

MR. HONDEVILLE: VW have three categories basically
that were used. Sone dairy punps, agricultural irrigation punps
usual | y have a seasonal usage, where dairy punps are used 24 hours
a day, seven days a week type operations. W nade adjustnents on
t hose type of | oads.

What we did is we took an average of about 15 dairies,
about 15 deep well irrigation punps, and tried to establish trends
that represented how that horsepower was used. W know that a
dairy may have a total connected horsepower | oad of maybe 500
horsepower. But all that |oad does not cone on at one tine, nor
does PGEE see that on their system W adjusted for that. And
think in our supplenental information that we provided we
addressed how that was actual |y cal cul at ed.

MS. TEN HOPE: | don’t renenber seeing that. That’s
i n your application where you go through by categories?

MR. HONDEVILLE: In the response to how --



MS. TEN HOPE: Ckay. darifying questions.

MR. HONDEVILLE: -- |l oads are being cal cul ated under
Question No. 3.

MS. TEN HOPE: Ckay. And this is the same appendi x
that was used in the South San Joaquin Irrigation District?

MR. HONDEVILLE: No, it’s not.

MS. TEN HOPE: It’s not?

MR. HONDEVILLE: Totally different |ist of custoners.
Those were done by --. The listing here is by neter nunbers. The
l[isting in South San Joaquin is done by P&E account nunbers
because we had a little bit nore information dealing with those
cust oners.

MS. TEN HOPE: In ny binder they are the sane and
it’s labeled “Punps in South San Joaquin Irrigation District”

wi thin the Gakdal e application.

MR. HONDEVILLE: | apol ogi ze. That may be an error
t hen.

MS. TEN HOPE: Ckay.

MR. HONDEVILLE: | can supply you with the proper
information. It should be two totally different lists.

MS. TEN HOPE: Ckay.
HEARING OFFICER FAY: Does anybody in the audience,
any of the parties out there have questions for Cakdal e? Ckay.

Wthout reiterating the points you ve already nade, is



there any wap-up you d |like to nmake?

MR. BARZAN: It’s the intent of the Qakdale Irrigation
District to provide service to the constituents of the District.
Currently we provide that service in the formof agricultural and
donestic water delivery. The Irrigation District is commtted to
expandi ng that service to retail power distribution and it is the
QGakdal e Irrigation District’s sincere belief that the comunity
will be best represented by the | ocal agency which is el ected by
the people that serve it. And I think I'Il close with that.

Thank you.

HEARING OFFICER FAY: Ckay. Then we will nove to
South San Joaquin Irrigation District.

MR. HONDEVILLE: Could | offer you an updated copy
showi ng you the proper punp |oads?

MS. TEN HOPE: | don't think that’'s a problem is
t hat ?

COMMISSIONER SHARPLESS: Can we put it through
staff?

MR. KELLY: W have the proper ones. | think what
happened there were some copies just were mxed up. So we have
themtoo. | think they ve been submtted correctly in sone
folders and incorrectly in others.

MS. TEN HOPE: Ckay. Well then I'Il refer to sonmeone

el se’ s.



MR. HONDEVILLE: Ckay. W apol ogi ze for the m xup.

MS. TEN HOPE: It s okay.

HEARING OFFICER FAY: Ckay. Jimand Linda, you have
your questions for South San Joaqui n?

MR. HOFFSIS: | have only one question.

When you look at this --

PRESIDING COMMISSIONER ROHY: Can we ask themto
state their nanes?

MR. MARTIN: Rick Martin. 1'’mthe General Manager of
South San Joaquin Irrigation District.

PRESIDING COMMISSIONER ROHY: Thank you, M.
Martin.

MR. HOFFSIS: In this application | think it’'s
Exhibit E that's your |ist of custoners?

MR. HONDEVILLE: Yes.

MR. HOFFSIS: And the question | had is | think I
understand how this table was put together and what it represents.
What | was curious about is of all of the non-dairy punping |oad
that was neasured in kilowatts that was adjusted down, and I
understand the legitinmacy of the adjustnent, was adjusted by 42
percent. | wondered exactly how do you -- what substantiation is
there? What survey or whatever, how did you arrive at 42 percent?

MR. HONDEVILLE: W were figuring out that nost of

the -- we used about even though the farners nmay only use the punp



for maybe three consecutive nonths, we were seeing a |l ot of action
in PG&E s billing | oads and showi ng active billing nonths show ng
it was relating to nore like five nonths. They are catching both
t he beginning and the end of a billing period in nost cases. So
we saw about five nmonths of billing for the actual consunption for
irrigation punping.

And that’s how we spread a lot of this information. W
maybe used 4.2 or 4.- -- sone ratio in there that cane from an
average fromour custonmers to determne this.

MR. HOFFSIS: So it's pretty much five is 42 percent?
Is that --?

MR. HONDEVILLE: That was spread over the nonths

W took an average of about 50 or our deep well
custoners that we had and it cane out to about that ratio. And we
consider that ratio though the process to identify because every
punp operates sonewhat differently, but we figured that was the
nost --. W also took, because we’'re taking kWI oad.

In some cases we took custoner information even though
there was multiple punps in sone |ocations. They don’t always
operate at one tinme. W nade additional adjustnments for sonme of
those |l oadings, and that’'s usually in a different colum here as
adj usted kWt o horsepower.

MR. HOFFSIS: Al right. Thank you.

HEARING OFFICER FAY: Is that it? D d anybody from



the Committee have questions?

COMMISSIONER SHARPLESS: Yes. | had a question
regardi ng page 3 of your application where you nmake a st atenent
that you re prepared to build a parallel transm ssion and
distribution systemin conjunction with |easing arrangenents. It
was “in conjunction with | easing arrangenents” that | wanted to
ask ny question.

So this requires both? It requires parallel and |easing
wi th PG&E?

MR. HONDEVILLE: Again, the |easing was a preference
of ours. | think we failed in putting the application together if
we were to not bring leasing into the forefront, that |easing
woul d be i gnored.

COMMISSIONER SHARPLESS: So you really don’t neant
“in conjunction.” | nean it’s not a proposal that requires both
parallel building and leasing. It’'s an either/or?

MR. HONDEVILLE: Yeah. W feel that it may -- we
don’t think the economcs are going to be severely affected
because PGE will collect their anmount on | easing or we can | ook
at construction costs. Because as M. Munt said that it really
isn’t that nmuch of a difference between ownership and | easing.

MR. MARTIN: It is our preference though, you know,
froma community standpoint and we think from you know, our

constituents that leasing is a nmuch better option. Should that



not work out, then construction of new facilities is the answer.

COMMISSIONER SHARPLESS: I's your construction of new
facilities based on a ten-year payback period?

MR. HONDEVILLE: Yes. This particular exanple did go
out ten years showing that the Tri-Dam costs would be cutting in,
actually seeing as a raise in costs and actually a decrease in
cost as the cost was eventually paid off and revenues were com ng
in.

COMMISSIONER SHARPLESS: Ckay.

MR. HONDEVILLE: And, you know, as the rates becone
nore conpetitive as they --

COMMISSIONER SHARPLESS: | apol ogi ze. You have a
very descriptive section about transm ssion access. | just got a
little lost init trying to figure out who was going to be
bui I ding the distribution systemand who woul d be responsi ble for
it.

MR. HONDEVILLE: Vell the Turlock Irrigation D strict
certainly would be nore than happy to construct the facility. W
have, as | said earlier, the expertise to do so. W can certainly
mai ntain and operate this facility for themif they chose to.
Eventually they would, potentially | think take over their own
operation of the facility as their expertise grows and as their
cust oner base grows. But --

COMMISSIONER SHARPLESS: So woul d the arrangenent be



that Turlock Irrigation District would build it and own it and
| ease it?

MR. HONDEVILLE: No. W would basically would build
the line and either we would finance the construction and South
San Joaquin would reinburse us for this, or there would be sone
ot her kind of a financing option nmade. But TID has plans to build
that line. The nine-mle 115-kV |ine.

COMMISSIONER SHARPLESS: Ckay, |'’mjust being a
little dense here. You would build it.

MR. HONDEVILLE: Ri ght.

COMMISSIONER SHARPLESS: You woul d operate it. You
woul d enter into a contractual agreenment with South San Joaqui n.

MR. HONDEVILLE: That’s one of the options. O, they
coul d choose to finance it outright and just pay us for the
case- by-case mai nt enance or however they choose to do so.

COMMISSIONER SHARPLESS: And what are those choices
based on? |I’mnot clear on how you're going to --. |s that based
on how nuch CTC you get?

MR. HONDEVILLE: | think that woul d have that
certainly has a --

MR. MARTIN: That has a big bearing on it.

COMMISSIONER SHARPLESS: You're currently requesting
11 megawatts.

MR. MARTIN: Ri ght .



COMMISSIONER SHARPLESS: So is there a break point?
| meant is 11 negawatts what you need in order to carry through
this? O if you get a |lower ratio, you know the mninumis eight
megawatts, what inpact would that have on your proposal?

MR. HONDEVILLE: W' d like to see the 11 negawatts
because at this -- the line extension for this particul ar project
is about nine mles and a cost of thisis alittle bit greater on
the recovery basis. W would like to see that allocation so we
can neet our needs targeting the Escal on industrial custoners and
any additional load that we could build out to in that area to try
to nmeet this allocation of --. It would probably require
revisiting our calculators to determ ne what inpact a | ess
al | ocati on woul d have on us.

Again, we weren't prepared necessarily for a |ess
allocation. W tried to find that ideal size and went with that.

COMMISSIONER SHARPLESS: If you had a | esser
al l ocation you would shrink the area of custoners that you woul d
be serving that woul d shrink the anmount of infrastructure?

MR. MARTIN: And the feasibility of that initial
extensi on woul d have to be reeval uat ed.

COMMISSIONER SHARPLESS: kay. So 11 negawatts was
the prem se on which that extension would be economcally
f easi bl e?

MR. MARTIN: Ri ght .



MR. HONDEVILLE: W' re also counting a lot of the
Tri- Damfacilities is going to cone in and offer this | ow cost
power at a certain point.

COMMISSIONER SHARPLESS: But isn't that 20077

MR. HONDEVILLE: 2004.

MR. MARTIN: 2004.

COMMISSIONER SHARPLESS: Ch, 2004.

MR. HONDEVILLE: And that could delay it somewhat.
The line construction potentially due to take full advantage of
| ayout service at later date, that ability to have that.

But | would like to think that it would work. | know it
woul d work at 11, and | think we could revisit it for alittle bit
less but | can’'t exactly give you the guarantee right now.

PRESIDING COMMISSIONER ROHY: Are the econom cs
predi cated on having 11 negawatts flat |oad? Again, it’s the sane
guestion as we had with Oakdal e as the request here in South San
Joaquin is for 11 nmegawatts in ‘97 and then continuing through the
peri od.

Wul d the economcs be greatly affected if the negawatts
wer e sequenced and stepped up through the period?

MR. HONDEVILLE: VWll there is obviously really nine
mles of transmssion line will take sone construction time, and
inthis case it probably would not have an inpact necessarily on

‘97. But ‘98 we’d probably like to see maybe the all ocation just



rolled to 98 or sonething.

PRESIDING COMMISSIONER ROHY: And | infer froma
statenment on page 6 that you probably couldn’t build out to
Escal on until *98.

MR. HONDEVILLE: Wul dn’t be conpl eted probably
until, if we engaged it --

PRESIDING COMMISSIONER ROHY: And you were relying
on distribution fromP&E. |If that were not avail able, would you
request a different anount/nunber of nmegawatts in ‘97 until that
build out were conpleted in ‘*98?

MR. HONDEVILLE: That very well coul d be because I
don’'t think we would have that ability to construct that fast. W
w || construct, but we do have sonme weat her and sone other issues
we can’t control and could limt us.

PRESIDING COMMISSIONER ROHY: Thank you

COMMISSIONER SHARPLESS: Is there a possibility that
irrigation districts and serving these various areas mght want to
get together and finance the distribution systen? |[Is that
cont enpl at ed?

MR. MARTIN: That’'s sonething that | can’'t speak for
the other two districts, but | can say that South San Joaquin
woul d be anmenable to that.

HEARING OFFICER FAY: Any further questions?

Any questions fromparties in the audi ence of South San



Joaquin Irrigation District? Al right.

Wthout restating things you ve said before, would you
like to sum up?

MR. MARTIN: Sure. | think in Cakdal e and South San
Joaqui n have had a long relationship in the power business and I
think Rick Barzan, the Manager of Oakdale, kind of relayed that to
you.

Both districts own four power generation facilities.

W’ ve owned t hose and operated those successfully in the last 40
years, starting back in the ‘50s. Those facilities are bought and
paid for. They may have appeared specul ative at the tine, much
like this may be. But the districts did get involved, commtted
to those projects and it has worked out very successfully.

W have 114.1 negawatts up there that is, you know,
generating. South San Joaquin Irrigation D strict has another 6.4
| ocated at Wodward Reservoir that it owns and operates, and al so
successfully since the md 1980s.

So | think the two districts have a long history in
power generation and in the power business. As R ck said, sone
ei ght years ago we initiated studi es and al ways contenpl at ed
bringing the power down fromthe Tri-Damfacilities when the
relicensing or the licenses expire in 2004 and we have to renew
those licenses. In the neantine, we' re under contract wth PG&E

That’ s where the power has to go. And until that tine, we can't



do that.

So this has al ways been sonething that the two districts
have | ooked at, contenpl at ed.

Now we’'re into a situation where we want to, you know,

exercise that particular option of noving forward. 1t’s been
sonething that we’'ve studied for, like |I say, eight years ago.
And it’s still been there and we’'re commtted to that process.

W' re coommtted to the generation. W always have. This is
another step to providing our constituents | ow cost power, and we
want to be a part of that if we can.

Thank you.

HEARING OFFICER FAY: Thank you.

Al right. Next we'd like to hear from Wodbri dge
Irrigation District.

Pl ease i ntroduce yourselves to the record.

MR. CHRISTENSEN: Menbers of the Conm ssion, good
afternoon. M nane is Anders Christensen. |’ mthe Manager of
Wodbridge Irrigation D strict.

MS. BOUGHER: And ny nane is Nancy Bougher; |’mwi th
the Gty of Lodi Electric Wility Departnent. W have been
assi sting Wodbridge in this.

MR. KELLY: Ckay. On page 9 of your application,
could you explain to nme how you, with these wi neries you define

them as neeting our definition of --



[Disruption in proceedings. Lights went off and then
cane back on.]

COMMISSIONER SHARPLESS: Let’s see, who is our
servi ce provider?

[ Laught er]

MR. KELLY: There are three wineries hosted there.
Coul d you just explain how you determ ned that they net the
definition of agricultural punping, ag punping?

MS. BOUGHER: Vel |, each of the wineries shared their
current PGE&E bills with us. On various of the bills were
specifically for punping |oads, for punping | oads within their
w nery. They use a great deal of water in there.

W al so surveyed the wineries and interviewed the
custoners to deci de how nmuch of the | oad was for punping, how much
was for refrigerant and other purposes and divide those out.

MR. KELLY: But was ag punpi ng?

MS. BOUGHER: Yes. W did not include any
refrigerant punping in our punping nunber.

MR. KELLY: Usi ng your nethodol ogy that was descri bed
in your application, you determned that 13.383 kil owatts of
punpi ng | oad, and you call that coincident irrigation load, is
necessary to irrigate 32,132 acres of organized | and within your
district. Then you said an additional coincident |oad of 3,688.02

kil owatts of other punping load is added. And you cone up wth a



total of 17,071.02 kilowatts down to the deci nal
The application asks for the purpose of allocating CIC
exenptions that megawatts of |oad be defined as an average of a

customer’s nmonthly maxi num | oads estinmated at or metered during

the last 12 nonths. 1In Attachnment F you show a total of 17
negawatt s.

And this is on the ag punping. | understand you have
average |l oads for the commercial and residential. But on the ag

punpi ng | oad you have showed a total of 17 negawatts of coi ncident
punpi ng | oad. How nmany of those negawatts of | oad does this
represent if it’s calculated as directed in the application?
Because it was required that it would be the average of 12 nonths,
and you described that as coincident peak | oad.

And so I'm-- either the “coincident peak | oad” neans
sonething that I don’t understand and you have done this
cal cul ation, or you are representing coincident peak | oad and
haven’t done the calculation as directed in the application. And
| was wondering --

MS. BOUGHER: Vell, we included coincident [oad in
here because generally that is howa utility plans for its load is
through its coincident load. |If you try and plan resources
through a utility through average nonthly |oad you re going to
conme up short, is what it cones down to.

For irrigation punping we estinmate that approximtely it



woul d be about two-thirds of this if we follow the Conm ssion’s
schedul e on here. For each of the others it varies. The District
punping load is al so about two-thirds. The dairy punping load is
basically a year-round | oad. They have a very steady | oad year
round.

The wi neries and the canneries would al so be roughly
two-thirds. The packing is a fairly steady year-round | oad.

MR. KELLY: So for the record, just roughly, because
what you have given to us and is coincident negawatts which is not
in conformance with the application, would you Iike to anend that
anmount. You said roughly two-thirds of 17 -- Jin? -- is --

MR. HOFFSIS: El even.

MS. BOUGHER: | can provide you with sone precise
nunbers on that because it’s not two-thirds of every category. In
sone categories it is a hundred percent.

MR. HOFFSIS: By the end of the day possibly?

MS. BOUGHER: Depends on how early we get out of
here. How do you define “the end of the day”?

HEARING OFFICER FAY: Now is this just a
recal cul ation of information that they’ ve already submtted to
you?

MR. KELLY: Yes. They’ve calculated incorrectly and
they provided the information but they didn’'t nake the necessary

adj ustnent for the average nonthly | oad.



MS. BOUGHER: The reason why | say is these nunbers
are in ny office. M office is sone distance from here.

PRESIDING COMMISSIONER ROHY: M. Ratliff, could
you conment on this?

MR. RATLIFF: I think they should provide it.

PRESIDING COMMISSIONER ROHY: That ' s accept abl e?

MR. RATLIFF: Yes.

PRESIDING COMMISSIONER ROHY: And how soon coul d
you do this?

MS. BOUGHER: Tonorrow woul d be nuch easier than the
end of today.

PRESIDING COMMISSIONER ROHY: | guess |I'd have to
ask other people if there is a reason that they woul d protest that
or that woul d not be acceptabl e.

HEARING OFFICER FAY: | think in light of the tinme
constraints we've got that will have to be a requirenent that it

be in by tonmorrow. And you can fax that to Linda Kelly or Jim

Hof f si s.

MS. BOUGHER: Ckay. That’s no probl em

HEARING OFFICER FAY: And if you peopl e woul d docket
the transmttal, |’'d appreciate that.

MR. HOFFSIS: Excuse ne. Before we | eave that page,
we tal ked about wneries. Are all of the other punping | oads that

are shown there associated with custoners who are currently



receiving or eligible for agricultural tariffs from PGE or
Edi son?

MS. BOUGHER: Yes, they are.

MR. KELLY: Have you | ooked into or do you anticipate
any permtting problens or opposition fromthe city and the
conmuni ty concerning the construction of parallel distribution
systen? You indicate that that is what you plan to do. And | was
wondering if you had anticipated any problemthat woul d del ay your
appl i cati on because of this fromthe comunity.

MS. BOUGHER: Vell, 1'll speak for the Gty of Lodi
This Gty of Lodi has their own electric utility. W have
operated ours since 1910. | nust say, we’'re older than Mddesto if
that hel ps our viability on here.

W are conmtted to assisting Wodbridge in this and
assisting themw th not only providing the power but building the
distribution system and there will be no opposition fromthe
city. | think I can guarantee that.

MR. KELLY: Do you think there would be any fromthe
comuni ty menbers?

MR. CHRISTENSEN: I"d like to address that. The
nunber of the wineries, the parties on page 14 -- excuse ne, page
9 of our application were interviewed and during those interviews
there was the interviewees rai sed questions of reliability of the

existing system Not only was cost a factor in their interest in



this proposal but also within our area there has been serious
guestions of reliability.

The fact is, the power isn't on all the tine within the
Wodbri dge area and with the wine grape industry the wi nery
busi ness, the packing plants, reliability is a key question. Not
all of these entities have backup generation. Currently they have
no ot her choice for power. So reliability is a key factor in
this as well as the nunber of these entities would Iike to see
sone relief fromthe current power costs that they currently pay.

MR. KELLY: The reason | ask is that in sone
comuni ties having duplicate distribution |ines presents probl ens.
And perhaps the wi neries would, you know, for reliability would
feel this was really a good thing to have. Sonetines other people
in the community find duplicate lines |less than attractive and
woul d create some opposition for you on that. But you haven't
noted any of that?

MS. BOUGHER: No. Every custoner that we interviewed
has been very support of these efforts. And as M. Christensen
said, in large extent because they anticipate increased
reliability.

MR. KELLY: Is ENRON going to be -- you indicate that
they are a partner with you. And do you basically have a package
fromthemwhere they would construct, finance, secure power for

Wodbri dge and their custoners?



MR. BURT: ENRON has conmitted to assisting Wodbridge
in financing the distribution system W anticipate that the Lod
El ectric Wility Departnment woul d handl e the actual construction.
And the Gty of Lodi and NCPA woul d handl e the power brokering
schedul ing and providing of ancillary services.

MR. KELLY: So ny next question was: Do you plan
does the Wodbridge Irrigation District plan to operate the
proposed electric utility and would you or would you contract to
sonebody el se to do that?

MR. CHRISTENSEN: The proposal as our board
envisioned it is to strike an alliance wth the Gty of Lodi and
to utilize as nuch of their services in conjunction with the
District that we can utilize in the area of generating the
greatest efficiency for the customers within our area.

The Gty of Lodi has a very highly efficient electrical
departnment. The wine grape industry and the Cty of Lodi have
wor ked together in a nunber of other issues together with
Wodbridge Irrigation District and as a comunity we' re | ooki ng at
this as sort of a regional approach to providing electricity
within the rural area.

And again, | think the key concern has been the
reliability of power service within the area. You sinply cannot
be wi thout power for many hours during the key grow ng season,

during the summer as we were this |ast year when nost of the rest



of the State of California cane on after the outage that |eft us
wi t hout power. W were still without power. And to w neries that
have product that they can’'t chill, to growers they can’t utilize
their drip irrigation systens, that’s serious business.

MR. KELLY: In your application, and this just may be
the words, but it just raised questions and there wasn’t
information to back up this concern | had.

You indicate that rates should be | ower than those
currently charged by PG&E. And | would assune that if you' re
going into this that rates are going to be | ower than PGE s or
you woul dn’t be going into this.

Do you have or have you done the nunbers where you have
an estimate of what the cost woul d be under your proposed plan and
how they relate to the current PG&E rates that you have?

MS. BOUGHER: W have done nunbers. W don’t have
the detail ed anal ysis because we have not been able to get
detail ed nunbers fromPG&E. W did a survey of custoners. W
don’t have information on every custoner. PG&E refused to provide
it to us.

However, we did a survey of the distribution system
what woul d be needed in the Wodbridge area. W believe that we
can duplicate it for a lesser cost. W can feed off Lodi
transm ssion lines into the Wodbridge area and provi de econom es

of scale there, and provide |ower distribution service than PGE



i'S now.

MR. KELLY: So overall the overall package you fee
woul d result in |ower rate?

MS. BOUGHER: Definitely or we would not be
recomending it.

MR. KELLY: But you have done those nunbers?

MS. BOUGHER: Yes, we have.

MR. KELLY: Wl |, the question about the board, it
appears that your board has worked closely with Lodi, so do you
have a resolution fromyour board that would indicate that you
intend to go forward with this?

MR. CHRISTENSEN: Yes, we do.

MR. KELLY: Ckay. That's all ny questions.

Ji n®?

MR. HOFFSIS: Just one, | think. The answer to your
clarifying questions suggested that Attachnent E nunbers conbi ned
wi th some custoner nunbers shown on page 2 related to sonething on
Attachnent F. It’s not clear at all to nme what the flow of data
is there. Wat is the relevance exactly of Attachnment E to
Attachnment F?

MS. BOUGHER: What we did is we took the tax rolls
for Wodbridge to determ ne how nany residential custoners there
are, how many small conmmercial and nmedi um commerci al custoners.

Thi s was our best source of information since PGE woul d not



provi de the information.

Then we took | oad data that Lodi has been devel opi ng for
a nunber of years and took the 12 nost recent nonths we had
available at the time to determ ne what an average residenti al
customer would use in this area. Basically multiplied the two and
t he averages and cane out with the totals on Attachnent F.

MR. HOFFSIS: Vel |, that’s what | thought I
understood, but | was unable to nake any of those conputations
work. So that’s what |’ m needing sone help wth.

What nunber on page 2, for instance, would you nmultiply
by what nunber Attachnent E to get sone nunber on Attachnent F?

O if you prefer you could provide that tonorrow as well if that
will nove this along. That's the question of the nature that can
easi |y be answered.

MS. BOUGHER: Vell | don’t have ny calculator with
me. You say basically multiply the nunber of residences by -- we
have resi dences both with and without well water. So you nmultiply
each class by in one case 2.1 kilowatts and the other 4.4 to cone
up with the nunbers on Attachnent F

MR. HOFFSIS: Wul d you mnd tonorrow i n your
submttal to provide one --

MS. BOUGHER: Il will be glad --

MR. HOFFSIS: -- and then we won’t bog this down.

MS. BOUGHER: -- to provide that to you.



MR. HOFFSIS: Thank you.

MR. KELLY: | have one nore question. You ve asked
for a very large allocation here, and 1’'d like to ask the same
guestion of you that we’ ve asked of other irrigation districts.
You' ve asked for 20 in 1998. That’'s a very popul ar year.

If you were to, as |’ve asked everybody el se, get |ess
or get the allocation spread over the follow ng four years, would
your project be viable? O is there sone, just cutting to the
point, is there sone point your project wouldn't be viable that
you would like to share with us?

MS. BOUGHER: | believe we would have no probl em
bei ng viable at eight nmegawatts or higher.

MR. KELLY: At eight negawatts in 1998. |If that eight
megawatts was divided over, is separated over the next four years,
woul d that be viabl e?

MR. CHRISTENSEN: From ny perspective, and I’ let
Nancy speak from hers, but originally when the application was put
toget her the CTC exenption that we were requesting was to be
spread over the entire district.

And if you, in ny mnd with any of these applications if
you pare down the request there will be choices nade. Probably
the nost efficient custoner to serve will be the ones, the | argest
custoners are probably going to get the benefit of the CICs while

the little farnmers, the growers that were nost noted for serving



will be left out and will get the full benefit of any deregul ation
at a later point in tinme.

So, yes, we could nmake a viable project out of eight
megawatts of exenption, but during the process sone of the snaller
users that truly would benefit from for exanple, drip irrigation
punpi ng probably m ght be left out. Consequently sone of these
are going to be left out anyway because ei ght negawatts woul d not
cover our entire district.

HEARING OFFICER FAY: Questions fromthe Commttee?

Does anybody in the audi ence have any questions of the
Whodbridge Irrigation District? OCkay.

Any cl osi ng coment s?

MR. CHRISTENSEN: Yes. Just very briefly 1'd like to
say that Wodbridge together is proposing an alliance with a very
old highly-reputable utility, the Gty of Lodi. 1It’s a regional
alliance to provide better service and |lower rates to our rural
custoners. It will have benefits al so.

In addition, there will be a benefit to the Cty of Lodi
intheir being able to utilize their resources nore efficiently.

And | guess we appreciate the opportunity of being able
to answer these questions today. Thank you very nuch.

HEARING OFFICER FAY: Thank you.

Ckay. W’'d like to nove right ahead to Madera

Irrigation District. |Is there a representative from Madera



Irrigation District here? | see no response.

Are there any comments about the Madera Irrigation
District application?

Ckay. | guess we have no one for you to ask your
guestions of, so we’ll have to nove on to Laguna.

| s anybody here fromthe Laguna Irrigation District?

Pl ease i ntroduce yourselves for the record.

MR. RAYNER: Good afternoon. My nane is Doug Rayner.
|”mthe Manager for the Irrigation District.

MR. PROVOST: Jim Provost, Engineer; with Mke Day,
al so an Engi neer.

MR. KELLY: Actually, | just actually had a few
guestions for Laguna, and two of themhad to do with PXC because
-- and | asked those earlier of PXC because | do feel that if you
do not have the experience yourself and you are relying on other
people to provide that and to hel p you get into the business it
was inportant that we understand what experience that PXC brings
to this, brings to you as well.

So those were the two questions that | had and | al ready
asked those questions of PXC. | believe that they have answered
nmy questions.

And then that leads ne to the two questions again that |
have for everybody is concerning the board which | do know you

have a positive notion fromyour board to go forward with this



process. |Is that correct?

MR. RAYNER: Yes.

MR. KELLY: And the only other question I have then is
t hat have you, within your conmmunity as well, we all know that
custonmers who are going to benefit fromthis are all going to
think this is a great idea. Do you have support from your
conmmunity at large to support this idea in general ?

MR. RAYNER: Vell, Laguna Irrigation District is
probably the purest irrigation district or formof irrigation
district. W have no incorporated cities or unincorporated
cities, and no heavy industrial within our district boundaries.

W are purely rural and service the ag comunity.

When we had several public information neetings with the
District we sent out a letter of interest and got an overwhel m ng
response back. Probably 50 percent of the custonmers wthin our
di strict boundaries responded and we -- which probably represented
about 75 percent of the load within the district. W had
favorabl e response fromthose people. So there is an overwhel m ng
response for us to get into the electrical business.

HEARING OFFICER FAY: No questions fromthe
Commi tt ee.

PRESIDING COMMISSIONER ROHY: You got off easy.

[ Laught er]

HEARING OFFICER FAY: Does anybody in the audience



have any questions of Laguna?

MR. RATLIFF: M. Fay, if I may, | have a question.

HEARING OFFICER FAY: Sur e.

MR. RATLIFF: In readi ng your application |I noticed
for distribution facilities you have an Qotion 1 and an Option 2.
Option 1 is basically to have the PXC provide | guess through
wheel i ng through PGE s system provide electricity through P&E s
system wi thout the construction or |ease of any facilities. AmlI
correct in that understandi ng?

MR. RAYNER: Yes.

MR. DAY: There are sone distribution facilities. And

that woul d consist of a transformer placed at each service to
repl ace existing transformer owned by PGEE, and then a service
drop to a new panel and a new neter.

MR. RATLIFF: That woul d be the extent of your
owner ship of distribution?

MR. DAY: That woul d be the extent under the first
opti on descri bed.

MR. RATLIFF: The second option would be to | ease
fromPGE the facilities for distribution?

MR. DAY: Yes.

MR. RATLIFF: Ckay. Thank you

HEARING OFFICER FAY: Ckay. Any ot her questions of

Laguna? Comments? Al right.



"Il reiterate that as we’ve gone along | hope any
menbers of the general public realize that they are free to nake
comments after each applicant’s presentation.

Laguna, do you have anything further you d |like to say
and sum up?

MR. RAYNER: Vell this is easy. No, we’'ve tried to be
as thorough as we could in our application and we’'re very
commtted and interested in receiving an allocation.

HEARING OFFICER FAY: Ckay. W appreciate your
com ng up and hel ping us today. Thank you.

We'd now | i ke to hear from @ enn-Colusa Irrigation
D strict.

MR. MUSSETTER: Bob Mussetter. Good afternoon again.

PRESIDING COMMISSIONER ROHY: Good afternoon, Bob.

MR. KELLY: Ckay. There were a nunber of questions
that | have for Q enn-Col usa.

The first one is just a clarification. You indicate in
your application that you do serve |oad adjacent to your district
boundaries. Are you proposing in your application any |oad that
woul d be exenpt would be in these adjacent boundaries? It wasn't
clear to ne.

MR. MUSSETTER: No.

MR. KELLY: So all the load that you proposed to serve

will be within the district boundari es?



MR. MUSSETTER: Wthin the external boundaries, yes.
There were a nunber of cooks in the broth on the application and
that particular sentence was inserted at the last mnute |I think
by the attorney for the District. He was trying to do his job and
he was trying to make things as clear as possible for you.

And it’s true that there have been sone deals in recent
years on farmand in which the Irrigation D strict has had sone
surplus water | guess in certain years, wet years, that could
serve to those | ands that you describe that are outside the
external boundary but adjacent.

MR. KELLY: CiC --

MR. MUSSETTER: So he was being neticul ous, | guess.

MR. KELLY: Coul d you el aborate, in Section 3 there is
a di scussion, Section 3, page 3 of your application. And you
i ndi cated that you have been advised by Enova that Section
374(a)(1)e of AB 1890 does not say and it quotes exclusively
served by that serving loads in part by distribution facilities
owned or |eased by the District would satisfy the requirenents of
t he section.

| assune that this interpretation says that you woul dn’t
have to, that the District would not have to exclusively own all
the distribution. Can you el aborate on that?

MR. MUSSETTER: Yes.

MR. KELLY: Do | understand that interpretation?



MR. MUSSETTER: That | anguage is just another way of
saying the sane thing that several of the other districts have
said, which is that some portion of the service, the end of the
service could be construed as a distribution systemin itself if
you had those replicated. |I'mthinking particularly of farmers’
punps.

You're not with me. You' re shaking your head |ike you
don’t know what |’ mtal king about.

MR. KELLY: | don’t understand.

MR. MUSSETTER: | want to stop now then. There’s no
use going any further until we get this clarified.

In other words, | want you to have the sane vision in
your mnd that | do here.

MR. KELLY: Vell, could we just maybe -- would it be
hel pful if we --. | think | understand a distribution system as
havi ng certain conponents, and that’s what the | egislation I
t hought had in mnd is that the irrigation district would ow or
| ease the distribution systemthat would serve the custoners. And
| envision that distribution system having substati ons,
distribution |ines, etcetera.

And it seens to indicate that you say your
interpretation or Enova’'s interpretation wuld all ow sonet hi ng
less than that. And ny question nmay be if it could be nore

specific then and ask a question is: Wat do you think that



anmount is? How little do you think --

Well, we’ve all heard the Pal m Springs argunment that --

MR. MUSSETTER: Right, right.

MR. KELLY: -- distribution is a neter at the house.
| would hope that that’s not the argunent that you’ re arguing
seeing that’'s already had a negati ve.

MR. MUSSETTER: I[t’s not, but now you' re getting down
toit. I'mgoing to take a whack at this in ny amateurish way,
and then I"'mgoing to let Richard MIik of PXC explain it.

This is an area that has not yet been defi ned.

Certainly it hasn't been defined at the FERC except that neters
aren’t enough, neters al one.

There is a new case, | just read it yesterday, fromthe
FERC, published Decenber 31st, and that one is known as the
Suffol k County case in New York. And on this point FERC has asked
Suf folk County to resubmt its application, if it wshes to, to be
nore specific about just what distribution hardware they’ re going
to provide.

Now what we envision providing to satisfy our state | aw
is not only the neter, but a transforner, at |east one pole, sone
wire. Wat else? In sone cases in ny canvasing the round I find
there are all sorts of installations actually out in the field on
custoners’ farns and it depends on what’'s being served. |If it’s

just a single punp, that’'s a fairly sinple -- that’s the sinpl est



case.

But we also run into, nore often than not, there's a
cluster of loads and there will be several punps served nmaybe even
by the same neter in many cases because there’s a lot of water to
be lifted in one place in a canal. And also youll find, for
instance, a seed dryer that’'s a little heavier installation.

It’s on the farmand so on, but it's still, one farmer
told ne just spent $8500 on his electric service to service his
seed drier. And he spent the nmoney, not PGE. So all that
electric installation is his. Al that PGE did was bring the
wires in and place their neter. And | guess in that case they
nmust have put a transforner in.

The idea that you ve referred to here really wasn't ny
original idea. | amindebted to M. MIlik and his coll eagues for
poi nting out that that can be just as valid an interpretation of

374 as any ot her.

Now Il et himaddress the submt.
MR. MRLIK: I’mR chard Mlik again of Power Exchange.
| think the option -- keep in mnd that this is an

option that denn-Colusa is proposing. And essentially it is to
enter into a contract with Power Exchange to utilize its contro
area and transm ssion service agreenent that it has wth Pacific
Gas and El ectric Conpany.

| believe the Comm ssion was furni shed sonme copi es of



this agreenent. The agreenent, Power Exchange and P&E entered
into the agreenment on March 8th of 1995. This occurred before the
Decenber 1995 Deci sion and before AB 1890. The agreenent was
approved by FERC. And basically the control area and transm ssion
service agreenent is referred to as a CATSA. And the CATSA al | ows
Power Exchange as a power marketer to purchase power from a nunber
of generation sources, aggregate it, and sell it to a nunber of
whol esal e | oads.

It’s a flexible transm ssion service agreenent that
al |l ons Power Exchange to deliver electricity in a transm ssion
| evel down to distribution |evel service as |ow as 4.16 kV.

So it just appears to us that it's a very valid option
that utilizes a FERC approved transm ssion agreenent which all ows
Power Exchange to provide service down to 4.16 kV. And in all the
cases that the option is proposed, the service would be taken at
12 kV.

This option conforns with the state codes and | think we
believe, and we don’t really see what the problemwould be with
using the CATSA to deliver power to the IDs dowmn to 4.16 kV. The
transm ssion agreenent is in place. W can provide electric power
servi ce down to those voltages.

So what we’'re proposing is to mnimze the duplication
of transmssion and distribution facilities and take advant age of

an exi sting agreenent that is already FERC approved and conply



with the state law. And | think that’s it in a nutshell

Anyone that has spent the tine to read the CATSA it's a
coupl e hundred pages so it certainly is a daunting task, but
nevertheless, in there contains all the |anguage that | couldn’t
even begin to articul ate.

MR. RATLIFF: How is that consistent with the
statute, the requirenent that any | oad served be served by a
distribution facility owned or |eased by the irrigation district?

MR. MRLIK: The irrigation districts would own
distribution facilities. | think the question is: How nmuch
distribution facilities wuld they own?

They would own distribution to the point that we have a
FERC- approved transm ssion and distribution arrangenent to get it
to. In some cases it would be a 12 kV transformer going down to a
nunber of |oads, or it could be a transm ssion substation down to
a nunber of loads. So it's a very flexible agreenent that allows
us to reach out to whol esal e | oads and serve them

And so | think the question to what extent does it
conply with AB 1890, | think it conplies. Wthin every instance
the irrigation district would have to own sone distribution
facilities. And in sone cases they may own transm ssion
facilities. Not transm ssion, but | nean transm ssion substation
facilities.

MS. TEN HOPE: How i s whol esal e | oads defined? |If



you're allowed to deliver whol esal e, wheel whol esal e to whol esal e
| oads, what’s the definition distinguishing a whol esal e | oad
versus a retail |oad?

MR. MRLIK: I’mnot an attorney, but | know the sinple
answer is wholesale is any sale for resale. And that’s a Federal
Power Act definition of a whol esal e | oad.

| should say in PG&E s comment, | think they ve
correctly articulated the lack of definition as to what
constitutes wholesale. And quite frankly, | wouldn't care to
venture into that other than what we’re proposing is using an
al ready FERC- approved transmssion tariff and build the necessary
distribution facilities to be able to take advantage of an
agreenment that’s already in place.

Once an interconnection agreenent, in our contract it
requires us to work through with PGE. And | think any approach
requires some cooperative negotiation wwth PGE as we would with
our tariff or wwth our agreenent. And | think the advantages is
it mnimzes duplication of entire distribution facilities.

MR. MUSSETTER: | would like to continue the
di scussion of this on a little different track, the econom cs.
P&E, as you now all know because | included a copy of it in our
application, has filed at the PUC in conjunction with sone other
matters that it has going on there, sone request for sone rather

broad authority to conpete against irrigation districts. And the



basic request there is for the ability to price at margi nal cost
plus 20 percent. And they re tal king about margi nal costs of
their distribution systemin that context.

| thought it was interesting to include their petition
of Novenber 25, 1996 not only so you' d all have it handy at your
desks, nmake sure you all read it and were aware of it, but because
it makes an interesting juxtaposition when considered together
with this tariff that M. MIlik has.

It seens to ne, and | can’t prove it, but it just seens
to ne alnost evident on its face that PGXE is econom cally better
off to go ahead and wheel the power for us under its deal that it
has al ready entered with PXC and get those rates that are enbedded
in there. Wich are, in case you haven't had the inclination to
go through this 200 pager, they’'re about, what, $1.65 for
transm ssion and 3.35 for distribution per kilowatt nonth.

Because | think those rates exceed marginal cost plus 20 percent,
probably by quite a bit.

And since we're only really talking here -- if everyone
i ncl udi ng P&E proceeds in good faith, about maybe 1997 because
t hey’ re supposed to have open access tariffs -- Aren’t they? -- in
pl ace by that tine.

So why would they object to utilizing this tariff and
becom ng a “true wires conpany” as they say in their publicity

rel eases they intend to becone. The business of bundled electric



service is pretty well history. So | don't know.

| think the whole question -- | think if | put it as
well as it could be put here in this, unless sonebody el se wants
totry to inprove on it, which they' re wel cone to do, but when
sai d when quoting the Section 374(a)(1)e, any |oad pursuant to
thi s subdivision shall be served by distribution facilities owned
by or leased to the district in question.

And we’ ve suggested that since this section does not say
“excl usively served by” that it opens the door to the District
doi ng sonmething I ess than buil ding duplicative 12,000 volt |ines
out froma 60 kV lines which is a transmssion line. W can get
access to those all right either through this or by becomng a
FERC 211 whol esal er.

Just sticking to this for a nonent, what public policy
is going to be served by forcing an irrigation district to build a
duplicative line? The D strict canto it. Enova and the D strict
can partner and do this and provide the capital.

And the District already has the right-of-way because if
you study the way the land lies, alnost all of the [ift punps in
the magjority of the District are situated al ong the canal
Because the only parts of the District that don’'t gravity irrigate
fromthe canal are those that are adjacent to it, which sone of
themthe fields are a little higher.

COMMISSIONER SHARPLESS: May | ask a question?



MR. MUSSETTER: Sur e.

COMMISSIONER SHARPLESS: I"mgetting a little | ost
her e.

MR. MUSSETTER: Ckay.

COMMISSIONER SHARPLESS: Back to Ms. Kelly’s
guestion which had to do with what precisely would the District be
owing in terns of the distribution system |’ mnot sure | heard
the answer to the question. | heard the answer that it doesn't
necessarily have to be a hundred percent ownership or |ease by the
District. There can be -- this is your interpretation.

MR. MUSSETTER: That’s our position. R ght.

COMMISSIONER SHARPLESS: There' s a partnership, but
|"mnot sure that | could glean fromthe application, M.
Mussetter, what part the District was proposing that they own.
There’s a lot of “we could do this” or “we could do that.” But |
couldn’t quite get a sense of what the proposal itself was to be.
Maybe you can hel p ne out here.

MR. MUSSETTER: Wll, that’s going to be in the
negoti ati ons between the District and Enova and P&E. So it’s
unr esol ved.

But I did answer the question, | think. | said probably
the |l east configuration of distribution facility that the D strict
woul d end up owni ng woul d be transforner, pole, wire and neter box

and neter. Now that’s nore than -- considerably nore than Palm



Springs proposed. Considerably nore. 1It’s probably a 3- to
$5, 000 i nvest ment per service.

Now that’s the mininum |If we have to, we’'ll build sone
12 kV lines on the canal bank of the District, or acquire rights
of way through the powers of em nent domain, which we have if we
are forced to do all that.

COMMISSIONER SHARPLESS: Wul d your customers be
concerned about reliability if there’s not a clear -- when there's
so many nmultiple parties responsible for different parts of the
distribution system howit’'s operated, how it’s maintained?

Who do you call when | have problens with ny
distribution systen? Am| going to be run around 15 different
conpani es and 15 different people to find out who is going to cone
out and fix ny line?

MR. MUSSETTER: No. You can answer.

MR. MRLIK: The answer is no. W are essentially
renting our distribution facility. So PGXE is still obliged if a
123 kV line gets knocked down, they still are obliged to conme and
fixit.

The extent of the facilities owmed by -- | nmean to the

extent of distribution facilities owned by the Irrigation
District, they then would be obliged to fix that. And that woul d
be from whatever service voltage they took. Wich in this area

presumably it’s going to be 12 kV down to the service | eve



vol t age.

MR. MUSSETTER: I"d like to continue that.
|"mglad to have your question. | really am Because
we can do nothing but inprove on this present situation. |If a

custonmer has a problemtoday with PGE, they end up talking to
sone person in Southern California or even out of state. It’s
just an answering service. And our farners in particular are not
used to this and don't like it. [It’s very poor customner

rel ations.

They have been in the habit in the past of being able to
talk to sonmebody who is fairly local in PGE and who knows what
they' re tal king about when they tal k about Lonestar and Abel or
sonething like that. Today it’s all been -- there’s a trenmendous
space that’'s been introduced between the custoner and the conpany.
And in fact, | don't think right nowthat if you ook in the
Col usa County tel ephone book that you can find anything other than

an 800 nunber listed for PGE, even though they have an office in

Col usa.

COMMISSIONER SHARPLESS: M. Muissetter, | appreciate
what you're saying. |I'mreally trying to stick to the application
and not to P&G&E. I'mtrying --

MR. MUSSETTER: Wll, but that’s responsive in part
at | east to your question; isn't it?

COMMISSIONER SHARPLESS: Vell, it tells nme the



probl ens that you have now with an existing provider. |1’'mtrying
to figure out the viability of an application that’s before us,
not what the current situation is.

So I"’mjust trying to sort through if | could get sone
ki nd of feel whatsoever about who is going to be responsible for
what part of the distribution systemand how vi abl e that nakes the
overall project. And | didn't get a clear sense fromthe
application on that.

MR. MUSSETTER: Let me go a little further because --

COMMISSIONER SHARPLESS: Leavi ng PGE out of it,
unl ess you're tal king about |easing their |ines.

MR. MUSSETTER: It does need to be discussed.

W | ook at this as there are several |evels, the nost of
acquiring the distribution. And the first and nost preferable to
us and | think to this community would be the one we’'re talking
about now wusing the existing tariff.

Failing that, we would then file with the FERC for 211
status as a wholesaler. And then, | don’t knowif you noticed in
our application, there is a lot of 60 kV transm ssion |ines
running all over every place. And they are in the right places.
And that would enable us to take off of there, but it would
require negotiating with PGE for the interconnection agreenents
and so on. And we’'d have to put in sone substations and sone 12

kV | nes.



COMMISSIONER SHARPLESS: When you say “we” are you
referring to the District or are you referring --

MR. MUSSETTER: The partnership of the District and
Enova, right.

Perhaps an internediate step would be to negotiate with
P&E for releasing of the lines. And they have said in several of
the applications as you'll notice, the sane letter, and we're
fairly confortable with assum ng that the sane policies apply to
us, that once they see who has the allocation that they' |l talk to
t hem about | easing sone |ines.

P&E | ays on certain conditions that they want to see
that the District has the ability to build other Iines which would
then therefore strand their lines. And then and only then wl |
they get serious. And | think that’'s what M. Manhei m has al ready
said at | east once today.

So we're aware of all that. And there are sone ot her
options as you probably all know and I’ m constrained from
enunci ati ng what they are. But you're well aware of sone ot her
possibilities.

So | don't know what to tell you. You' re going to have
to nake the decision about viability all right. But when you do
that, | don't think that this is a reason to strike out this
application, certainly in light of everything el se that’s happened

all over this state. | nean it isn't just in Merced.



Trinity County has their own. They are nuch snall er
than we are. They just took over all of the facilities up there
and they have their own utility now That’'s happened in the | ast
dozen years or so.

Portions of Lassen County and Susanville have done the
very sane thing.

| believe it was Tuol emme and Mari posa, or Tuol emme and
Cal averas Counties ended up negotiating a deal with PGE for the
very sanme thing. They didn't build their owm. They ended up
negoti ating very favorabl e arrangenents. |t goes on and on and
on.

COMMISSIONER SHARPLESS: Thank you, M. Missetter.
| think perhaps |’ve gotten as nuch as | can get on this question,
and woul d suggest to throw it back to staff questions.

MR. KELLY: I have enough information on this.

MR. MRLIK: Can | just add one thing?

And because you referenced the viability of the plant
and utilizing the CATSA. The CATSA is an approved agreenent.
It’s already in place. It allows virtually every district here to
do what we’'re proposing, and it does require an interconnection
agreenent with PGE as woul d any other plan require an
i nterconnection agreenent with PGE

So all things being equal, | think the main advantage is

that it requires less construction and they all require an



i nterconnection agreenent with PGE. That’'s very clear in our
agreenment, but it’s a very viable option.

COMMISSIONER SHARPLESS: | guess it just gets to the
poi nt that was rai sed by our attorney concerning the | anguage
within the bill that tal ks about districts either owning or
|easing facilities. And | don't know that the bill contenpl ated
at the tinme the fact that there m ght be these kinds of
partnershi ps forned and that other than irrigation districts m ght
be the owner and | easer of these distribution |lines, at |east
portions of them

If you were to go away, if something were to happen, if
conditions weren't being net, if G enn-Colusa got upset w th Power
Exchange Corporation, what woul d happen to the systen?

MR. MRLIK: Wi ch systen? PGE systemwould still be
t here.

COMMISSIONER SHARPLESS: No. The connectors that
you woul d be providing to the District.

MR. MRLIK: No, they would own those. That's their
facility. W’re just providing transm ssion service.

COMMISSIONER SHARPLESS: Ckay. Well then | guess |
totally m sunderstood what we were tal king about in terns of
what --. Transmission is one thing, distribution is another.

My question when specifically to distribution and

whet her there was going to be a joint ownership or |easing of the



di stribution system

MR. MRLIK: W have the ability to get down to
distribution | evel voltages via this agreement with Pacific Gas
and Electric. So once we reach the end of our agreenent
physically or with the voltage |evel, then they would build
distribution facilities fromthe end of where we can deliver, they
are an output point -- again, it’'s subject to an interconnection
agreenment with PGE -- and they woul d take deliver through their
distribution. That’'s G enn-Colusa and any other irrigation
district.

And the AB 1890 al so recognizes in a prior section al
exi sting FERC arrangenents. And this is a prior-approved FERC
arrangenent, FERC agreenent.

| mean | think it’s in our viewit's the nost viable to
get in the business quickly. And pursuant to interconnection
agreenents which we all have to go and get from P&RE, we are aware
of that. And if we were to do any transm ssion | evel service, we
al so woul d have to get an interconnection agreenent with PGEE.
There is no greater uncertainty.

COMMISSIONER SHARPLESS: Then | guess | turn to the
staff. Does that answer your question, staff?

MR. KELLY: W have enough information and then we’l|
consult with our attorneys about this.

COMMISSIONER SHARPLESS: Yes.



MR. MUSSETTER: There’ s just one nore thing though.
| mean 1’d like to finish up that discussion by saying we don’t
want to strand PG&E s wires if we can help it. W don't see any
point init. But to acconplish that requires a certain nmeasure of
cooperation fromthem

And you have to realize that that’s just what’s out
there. | nean that’'s the way the world really works.

MR. KELLY: Ckay. | have one question, and 1'd |ike
to just diverge just slightly on this question.

This is a question that was brought up by d enn-Col usa
whi ch has to do with these conversion factors. And even though,
you know, they are currently right now answering questions, this
is an issue that affects the other irrigation districts.

And if it would be okay with the Coommttee and the
Hearing Oficer, 1'll ask this question of 3 enn-Colusa and if
other parties here have comments on it, could they just offer them
after Bob has finished offering his?

MR. MUSSETTER: If he ever does

HEARING OFFICER FAY: You nean right after his
question i s addressed?

MR. KELLY: Right, yeah. [It’s just sort of ny |ast
question and we were trying to rather than ask and di scuss this
wi th every individual person, we thought d enn-Colusa brought this

up as an issue, we would discuss it with them get his opinion.



And then if any other person with regard to these conversion
factors of the horsepower to the kWhad a comment they coul d just
offer that. Wuld that be agreeabl e?

HEARING OFFICER FAY: Sur e.

COMMISSIONER SHARPLESS: It’s fine.

HEARING OFFICER FAY: Yes, if there’s no other
guestions fromthe Conmttee, why don’t you go ahead. And that’s
your |ast question?

MR. KELLY: Ji m has one al so.

MR. MUSSETTER: Vell, | know what the question is.

HEARING OFFICER FAY: If you're going to open this
up, why --

MR. KELLY: Should | wait.

HEARING OFFICER FAY: -- don't you nmake it the |ast
guesti on.

Jim go ahead and ask yours.

MR. HOFFSIS: This one is far nore prosaic.

What is the negawatt allocation that you' re seeking?

MR. MUSSETTER: El even.

MR. HOFFSIS: Al right, 11.

MR. MUSSETTER: El even dependi ng on the outcone of
this next question.

MR. KELLY: Ckay.

MS. TEN HOPE: | have a question before we get to



t hat broad based.

Can you help ne with what the farm punp tables
represent? In the farmpunp tables | can't tell whether they're
attached to custoner |oad that’s docunented anywhere el se. Those
punps have been used in the | ast year or whether these are standby
punps. |If you could shed a little light on what the punp lists
are.

MR. MUSSETTER: You' re tal king about this |isting?

MS. TEN HOPE: Right. There are several lists, the
white binder, the bl ack binder.

MR. MUSSETTER: Right, right. Ckay.

Those particul ar punps are owned by farners and | and
owners, and the punps are situated wi thin the boundaries of the

District. And the District took a survey to find out how many of

those punps -- or they're wells, basically -- that there are in
the District. They started surveying this, | don’t know how | ong
ago. But it was, | think, two or three years ago. And probably

| onger ago, cone to think of it, because it would have been in the
seven-year drought peri od.

But that’s why that information was on hand in the
District. The black binder/white binder business, | didn't know
nmyself. It’'s just there’s no difference for our purposes here
bet ween t he two.

In one case they' re using a @ enn ranch survey, |egal



description of some properties, and any other is nornmal township
and range. It has nothing to do with that.

So as to the usage of those, we don’t have the finest
data in the world on that. But those two big farners whose bills
| submtted with some summary data are, we believe, representative
of what goes on.

And sone of the punps are used probably only in a dry
year, but it’s not just a dry year/wet year thing at all. Turns
out when you sit down and take sonme tine and ask a farner how he
really does these things, the ground water has a little bit nore
salinity init than the river water. The river water is very
pur e.

And | don’t know if you ve every run across this, but
it’s an old, old saying sonething has been known for many years
that a little bit of salt in the water hel ps the water to
penetrate the soil in farmng. So they re using those punps even
t hough the District has surface water, plenty of it, in the canal.
O even though the farnmer has already paid for the use of the
District water and it wouldn’t cost himany nore to use sone nore
it, but he’'ll use sone on sone tonatoes or sone other row crop to
get that penetration

And then there’s another factor up there, and that is in
the part of the District where those punps are concentrated, which

is northeast of Wllows, the rice fields that are in there, a lot



of themare very porous because that sanme water table cones very
close to the surface, the gravel stratumand the water percol ates
right back down. So they’'re just punping water around in a
circle. And they can use as nuch as nine acre feet, maybe ten
acre feet of acre per water for rice. Wereas in a clay soi
they' || use only six or seven acre feet, so it’'s 50 percent nore.

So that’s probably nore than you want to know about
that. | nean | could go on, but --

MS. TEN HOPE: I’d like to ask a rel ated questi on.

On page 15 there’'s the GCID anal ytical data. Wuat’'s the
source of the kilowatt and annual kilowatt hour usage? 1Is this
taking -- is this making sone sort of estimate based on the farm
punp tables and how nmuch they re used or is there another source
for us to cone up with this?

MR. MUSSETTER: I's that this Table 10C?

MS. TEN HOPE: No. It’s the one that |ooks Iike

t hi s.

[ Ms. Ten Hope displ ayed the sheet of paper for M.
Mussetter. ]

MS. TEN HOPE: The repl acenent table was --

MR. MUSSETTER: Ch, okay. Here it is. This is the
one that | submtted late that was -- is that the one you're

looking at? It’s got 11 negawatts? Wiat’s your question?

MS. TEN HOPE: VWhat’s the source of the kil owatt hour



information? 1Is this assum ng an average | oad factor for the
punps that are listed that we just tal ked about, or --7?

MR. MUSSETTER: Yes, that’s your Columm G and H, you
nmean?

MS. TEN HOPE: Wll, all of themreally. | mean the
Colum D as a kilowatt summary and then F is a kilowatt hour
sunmary. How did you cal cul ate what these kilowatt hour estinates
are? Wat’'s the source of the ag punp versus other punp/ non-punp
| oad?

MR. MUSSETTER: Vell, all right. The work that we
did with the representative farmpunp bills cane up with three
| oad factors: .44, .48 and .51. W settled on .46 as being
typical of those, of all of these electric punps. The |oad factor
for industrial is .6 that we're using here. And that’s a
conservati ve.

That’ s a | ow nunber because our industrial, ag
i ndustrial accounts or custoners are, particularly will be rice
mlls. And arice mll operates around the clock, just about 365
days a year. It’s a very flat.

MS. TEN HOPE: So you’'ve got a sanple load factor --

MR. MUSSETTER: Probably Iike an 80 to 90 percent
| oad factor, see. So to use a 60 percent |oad factor for al
these industrial custonmers is actually hurting ourselves. That’s

a | ow nunber.



MS. TEN HOPE: So you took a | oad factor nunber tines
the punps that are in the back?

MR. MUSSETTER: Vel |, you can figure it out here. In
Col um E you’ ve got the hours per year. The Columm D you’ ve got
1100 kilowatts. 1t’s 20 percent of the 11,000 or 20 percent of 11
nmegawatts the first year, 1997. And you divide that in half
you’' ve got ten percent.

MS. TEN HOPE: You have a coupl e sanpl e custoners
Is this just a sunmary of those sanple custoners or how did you
estimate what the other custoner | oad was going to be that you
woul d multiply those |oad factors tinmes? Do you have customner
bill information or are you using the horsepower --

MR. MUSSETTER: Yes, we do. No -- well, we had both.
W have horsepower and billing for farm punps, and then we have
custonmer bills for rice mlls and sone ot hers.

MS. TEN HOPE: And then estimated how many farmmlls
you have and cane up with this total ?

MR. MUSSETTER: The rice mlls are so big they swanp
this. | nean they can absorb all of this and nmuch nore. | mean
25 mllion kilowatt hours a year or sonething |ike that just by
thenselves. | nean, we’'re --. That’s not our problem

MS. TEN HOPE: Ckay.

MR. HOFFSIS: One nore, perhaps?

One page 6 you reference custoners such as Morning Star



was one of the custoners you nmentioned --

MR. MUSSETTER: Yes.

MR. HOFFSIS: -- which you classify as agricultural.
And those, | want to verify is that customer and custoners |ike
those actually receiving, are eligible for agricultural tariffs?

MR. MUSSETTER: Vell, you nmake the call. Morning
Star is a two-year old tonmato paste plant that is capable of
processi ng 800,000 tons of tomatoes a year. |t operates from
about |ate June until the first week or ten days of Cctober

It has 3- to 4,000 horsepower on the premses in the
bui I dings and then sone nore wells, two or three wells on the
property. | don’t know exactly how many, but they’'re big ones. |
think there’s a 300 horse and a 200 horse. And 80 acres of
cooling ponds and settling ponds. They wash the fruit off, the
dirt is carried out. That’'s how they unload the fruit.

The plant has about two nmegawatts of cogeneration
capability built into it because it has a big gas-fired steam
boi l er for the cooking.

Wien we get the allocation here, which by the way,
you’' ve tal ked about that today, we view that as that revenue as a
junpstart. |It’s a good thing for to get the business started
wi thout a great deal of outlay.

But anyway, |’ve talked to the owner, the principal

owner of Mrning Star about this and said when we get the



exenption and we know how nuch we have and where we’re goi ng here,
then settle sonme of these policies, then will talk to you about
what you want to do.

But as far as custoner interest is concerned, you
haven’t touched on that with us, but people are prudent. They are
cautious. They're sonewhat, sone of them skeptical.

But at the sanme tinme they are all interested because the
prices being charged in the recent years are so high, and they' re
aware of it. And they don’t live in a glass cage. They know t hat
right up the line in Redding the rates are about eight cents, and
in Oegon they're less than that. And you know, it nakes the
papers now and agai n.

So what we’ ve endeavored to do here in all this is not
to overstinulate our custoners and get their hopes up too high.
That’s why we didn't put out a letter of interest. W could have
done so. And we just didn't think that was a good idea at this
point. But we won't have any difficulty being in this business
and selling the power that is represented here certainly.

W have | onger termplans and ideas involving a
substation from 230 kV to 60 kV at the corner of Lurline Road and
where the WAPA |ines crosses the 99W and that woul d not be
dependent on this. So I'lIl just leave it at that for now I
t hi nk.

HEARING OFFICER FAY: Do you want to ask your | ast



guesti on?

MR. KELLY: Ckay, fine.

In the @ enn-Col usa application, you asked that the
Conmi ssion clarify how the conversion should be made from
hor sepower to kilowatt. And indeed when we | ooked at all these
different applications we realize that the districts had --
several districts had made this conversion in a variety of ways.

And so what we'd like to do is to establish a consistent
uniformfornula for making this conversion, especially |ooking
towards conpliance at the end nore than, you know, even right now.
This is inportant for conpliance.

So we would like to hear your reason for choosing the
conversion you used, and then ask others who have used a different
conversion to just very briefly explain to us why they felt that
t he conversion that they used was appropriate.

MR. MUSSETTER: Vell, we were trying to be
conservative and we passed over this probably w thout enough
reflection. But the .746, as | understand it, is a sort of a pure
t heoretical ratio.

Now | think personally now, after digging into it sone
since then, that one-to-one ratio that’s been used by several
others, including Fresno and Mbdesto apparently, actually reflects
t he anount of power that it takes to produce that nuch nechani cal

power, because there are | osses all along the way.



It has to do, | guess, with the design of the bows and
t he punp and probably, you know, the level of the lift at the tine
and water tables fluctuate and a | ot of variables we needn’'t go
i nto.

So | don't think there’s any magic here, but there is
one thing. |If the others use one-to-one, then we want to use
one-to-one. You can understand that. And so our application
woul d suddenly cone from 14. 75 negawatts instead of 11 in view of
t hat .

MR. KELLY: So you woul d acknow edge that the one-to-
one type ratio does incorporate the efficiencies that are | ost and

MR. MUSSETTER: Sur e.

MR. KELLY: -- probably nore appropriate.

MR. MUSSETTER: Ri ght.

MR. KELLY: Cakdal e used a slightly different one.
Coul d Cakdale -- is there sonebody here from Cakdal e? Nobody hear
from QCakdal e. They used --.

Laguna?

MR. MUSSETTER: They know all about it.

MR. KELLY: And Fresno was the other one.

MR. MOUNT: I want to comment on that because we used
two different conpilations. One was for our ag water punping

where we have inforned by PGE that there is a 70 percent



efficiency for the ag water punping and that has to do with --
we' re tal king about the bows in the punp. They are eaten up by
the sand and, you know, they wear out. They' re in the weather al
the tine and they are rmuch | ower efficiency.

W’ ve used the 7.4 -- . 747 factor for all of our other
punpi ng | oads, ag punping | oads ot her than ag water punping. You
find that in our application. So | want to nake sure that if
there is any conversion or re-conversion or adjustnents of the
application that we don’t adjust our entire |oad, but only the
portion that needs to be to match it with the other conversion
factors.

Thank you.

MR. KELLY: Ckay.

MR. MUSSETTER: W have no trouble with that

MR. DAY: M ke Day with Provost and Pritchard. W're
Laguna’ s engi neer.

This issue in Laguna’s application what we did is we
strictly adhered to the CEC s published net hodol ogy which is you
go back to your 1996 actual bills. [If it’s a demand netered
account you average the 12 nonths created denmand that appears on
the bill and you get your nunber. |If it’s a non-denand netered
account, you take your usage in each nonth, you divide it by that
appropriate | oad factor for each nonth and you average 12 nonths.

And we were instructed to do this, and we did that. And



our position would be that ultimtely everybody shoul d be brought
back to that sanme criteria which is when you get your signhups
you' Il need to go back to your 1996 bills for those people and
denonstrate what the kWactually was. Qherwi se, you re going to
have a |l ot of different ways of calculating this and you open a
whol e can of worns.

So that’s our position.

MR. HOFFSIS: Excuse nme. You did use sone horsepower
conversions, though, in your Attachment G

MR. DAY: The only horsepower conversion that we did
is we had signups during our brief signup period we signed up --
was it 9.2 negawatts?

Because we didn't hear froma significant portion of the
custoners and we felt |ike we needed -- we wanted to ask for an
allocation for others that we hadn’t heard from |In order to
adj ust up, we took the actual kWnunber that we cal cul ated goi ng
t hrough everybody’s bills and we adjusted it up in proportion to
t he connected kWthat was represented by the entire D strict
rather than just who signed up. O in proportion to the connected
hor sepower, actually.

MR. HOFFSIS: Yes. And then in converting that
hor sepower then to kilowatts you --

MR. DAY: W did it that way basically you end up

you' re just taking the connected horsepower, the ratio of



connect ed horsepower of the potential people that are out there
di vided by the people that actually signed up, multiply it by the
kWthat we cal cul at ed.

MR. HOFFSIS: And t hen you had anot her conversion for
punps run by engines that you were expecting to convert to
electric?

MR. DAY: Right now that’s an issue that is not been
di scussed here. Qur understanding in reading AB 1890 and ot her
proceedi ngs of the deregul ati on process that accounts which were
not active at the end of 1995 or Decenber sonething 1995, any new
accounts brought in after that date would not be subject to CTGCs.

And so we felt like there are a |lot of engines in
Laguna, and so we were not asking for exenptions for those
engines. W feel they are already, by statute, exenpt.

But we did want to answer the Conm ssion’s question
about the | oad that Laguna would serve. W had a |ot of the
engi ne custoners conme to us and say: Hey, if you can cut ny
electric bill, I'"ll go back to electricity.

So we wanted to show the Energy Comm ssion that those
woul d- be custoners of the District even though we don’'t want to
ask for an exenption for those custoners.

Anyway, that unnecessarily conplicates things.

MR. MRLIK: Can | comment on Lower Tule and Pixley?

Wiere we had demand neter we used actual denmand nonthly.



Wiere we didn’t have denmand neters we went by horsepower and
multiplied it by 75 percent, and then used the profile fromthe
denmand neters for the water punping | oads.

MR. HOFFSIS: And as you heard, Moddesto and Fresno
converted those punping horsepower to kilowatts at a one-for-one
rati o, recognizing the efficiency of the notor itself. So would
you --

MR. MRLIK: VW were nmuch nore conservative. W did it
. 746 Kkilowatts per horsepower, and then times kind of an average
factor for the year. So the whole thing ended up bei ng about 55
percent because those ag punps are usually on seven/ei ght nonths
of the year, and you have a few nonths where you have nothing. So
that’s the sort of profile you follow.

MR. HOFFSIS: | understand the profile. To get the
nunber to which to apply the profile so that we have sone ki nd of
consi stent eval uation of applications across districts, would you
regard the one-to-one ratio as nore appropriate?

MR. MRLIK: Yes.

MR. HOFFSIS: And you’ ve have no problemw th that?
That woul d actually works to your advantage.

MR. MRLIK: It would work to our advantage, yes

MR. JEFFERS: Ed Jeffers from Modesto Irrigation
D strict.

As been said before, we did use a one-to-one conversion



factor and we think that that appropriately counts for the notor
efficiency and overl oad adjustnments that we find for notors
applied in our area.

| would like to be clear, though, that we didn't use
t hat where we had better information avail able. Accounts that
were demand netered, places where we did |oad projections based
upon | oads that were extrapol ated froml oad research neters that
we have. It was only used for m xed accounts where we had to
estimate that fraction of ag punping |load as a portion of the
total demand.

And if a decision was nmade to mark down that ag denmand
for sone reason, we would have others from further down on our
priority list to nove up into our application to keep our total
requests the sane.

MR. MUSSETTER: | wasn’t given the opportunity to --

HEARING OFFICER FAY: Just a mnute. That’s it for
the staff’s questions?

MR. KELLY: Yes.

HEARING OFFICER FAY: Ckay. Are there any other
questions fromany of the other parties on d enn-Col usa?

Yes, M. Manhei m

Let’s take this, M. Missetter, and then we'll let you
wrap up.

MR. MUSSETTER: Yes. That’'s fine.



MR. MANHEIM: I think I should just clarify things a
bit about the Power Exchange CATSA from P&E s perspective. The
guestion of whether service could be used under that agreenment to
serve retail custoners is by far not a settled question. It’s one
that will be very controversi al

One thing that is clear is that the CATSA agreenent of
Power Exchange cannot be used to serve retail customers. The
agreenent al so provides that PGE is not obligated to provide
services if it has the effect of transferring an existing custoner
of PG&E.

The agreenent is sonething that I'mvery famliar with
| had the pleasure, perhaps displeasure of negotiating with M.

G eenwal d here the Destec CATSA which is a carbon copy of the
Power Exchange CATSA. And you may be aware of the dispute we had
with Destec in Mddesto about the Praxair transaction in Pittsburg
in which it was asserted that by Mbddesto owni ng a substation
serving Praxair that would qualify as whol esal e service and
sonet hi ng that woul d be avail abl e under the Destec CATSA. That's
an issue that we’'ve disputed at FERC and in the courts, and are
still working our way through it.

So |l just -- it’s true that the CATSA is an accepted
FERC tariff for whol esal e custoners, but the dispute that | think
we will get intois by virtue of a neter plus a drop line plus

sonet hing el se, does that transformretail custonmers into



whol esal e custoners? And FERC has said that in the case of a
nmeter in the Gty of Palm Springs, no, that doesn’t transform
t hem

It’s not clear how far up the line you have to do in
FERC s viewto transformthat into a distribution system which
converts the status of these custoners to wholesale. So it’'s an
i ssue that, you know, we will face down the road. | just wanted
you to be aware of that for your viability assessnent.

MR. MUSSETTER: Could | ask M. Manhei m one question?

HEARING OFFICER FAY: Sure, while he’s up here.

MR. MUSSETTER: What, if any, changes have there been
to the Destec CATSA agreenent that you say is a carbon copy?

MR. MANHEIM: VW have tentatively settled the Praxair
type of dispute with Destec and we filed to nodify the CATSA
That anendnment hasn’t been accepted yet with FERC. But that
amendnment does clarify that the Praxair type of transaction woul d
not be all owed under the CATSA

MR. MUSSETTER: Is that public record, the
settl enment?

MR. MANHEIM: The anmendnent to the Destec CATSA is
public. It’'s been filed with FERC

MR. MUSSETTER: Wul d you be willing to furnish a
copy of it to us?

MR. MANHEIM: Yes.



MR. MUSSETTER: At this tine?

MR. MANHEIM: | don’t have it with ne

MR. MUSSETTER: | know. Ckay.

MS. TEN HOPE: So the tentative settlenent is the
distribution fromneter up to the substati on was not enough
distribution? AmI| understanding this correctly?

MR. MANHEIM: Vel |, the agreenent is that Destec
cannot use the CATSA to serve. |It’s a several paragraph and the
effect is it clarifies that ownership of the substation does not
constitute distribution for purposes of converting custoner to
whol esal e status. It doesn’'t provide an absol ute answer on what
is necessary. It does clarify the substation, the Praxair exanple
is not sufficient to turn that into a whol esal e | oad.

But | can’'t say that acceptance of that anendment will
shed light on the issue for those who then try to add, you know, a
drop |line beyond the substation.

MR. MRLIK: Can | comment because it directly is
t al ki ng about our agreenent?

And | guess | don’'t want to take the opposite side of
M. Manheim he does such a wonderful job with his girl; I wsh he
could help ne with ny kids.

But you know the Destec is currently serving a
distribution [ evel custoner at the Port of QGakland. And | think

that the issue of “Is this a viable option?” | think it's fair to



say that everyone is going to have to go through sone | evel of
negoti ation with PGE

| mean the use of our CATSA is not necessarily for
distribution level. 1It’s nore than just a drop line. It includes
a transformer. It could include a line fromthe transfornmer to
four or five different loads. So I think he’s given the absol ute
m ni mum anount of distribution facility. But it's a very flexible
t ool .

And so | think everyone is going to have to go through
sone process of negotiation regardl ess. W happen to have a tool
that we’'re already further down the road than anyone el se because
we have a transm ssion agreenent. That's in place. It’'s FERC
approved. W have an interconnection agreenent that we need to
negotiate, so | think the viability of this plan vis-a-vis any
ot her plan using the CATSA, we all have to go through the sanme
negoti ati ons.

HEARING OFFICER FAY: Do you have sonething to add,
M. WI I oughby?

MR. WILLOUGHBY: Yes. Tom WI | oughby from PGE

Just to follow on on anot her aspect of what ny coll eague
M. Manheimhas said. | think there was a reference sonewhat
obliqgue to, or at least an allegation that there is a provision in
AB 1890 that appears to sanction or recogni ze these FERC

arrangenents.



And the only provision in AB 1890 that | believe deals
with this, if ny nenory serves ne correctly, it’s the | ast
par agraph in Section 369, which has nothing to do with this at
all. The last paragraph in Section 369 was placed there at the
request of the Metropolitan Water District, and it’s intended
sinply to say that the CTC requirenents of AB 1889 are not
applicable to any FERC approved transm ssion arrangenents.

And that was kind of what we all jokingly characterized
as MAD' s bel t-n-suspenders provisions of AB 1890 since CICs were
never intended to apply to transm ssion service. CIC was
sonet hing that the end-use custoner would otherw se be obliged to
pay unl ess there were sone exenption for the end-use custoners.

So to the extent that there’'s any confusi on about that
| ast paragraph of 369, that is intended to say -- and | just
talked to the MAD representative about it this norning and he
agrees that that's just intended to say, ook, you know, in case
anybody has any doubt whatsoever, CTCs just aren’t applicable when
you' re tal ki ng about FERC- approved transm ssion agreenents, which
is kind of a no-brainer.

Just that |oose end | wanted to kind of tack it down
fromny view

MR. MUSSETTER: Don’t run off, Tom Wiat’'s this
| anguage here at the bottomthat says transm ssion services

provided to any irrigation district described in paragraph one or



two shall be provided pursuant to otherw se applicable tariff?
What’ s that nean?

HEARING OFFICER FAY: To what are you referring, M.
Mussetter?

MR. MUSSETTER: Wher e?

MR. WILLOUGHBY: That’s not a FERC reference. That
basically is a provision -- I'"msorry M. Boccadoro isn't here,
but that was sinply ny recollection is to say what is intended,
you know, that you charge the applicable tariff. Just what the
words say, that, you know, that any transm ssion agreenent that
you m ght have, what you charge is what’s in the tariff.

MR. MRLIK: I suggest we’re kind of going beyond the
scope of what we’'re trying to acconplish here.

MR. MUSSETTER: "1l show you | ater.

MR. MRLIK: W recognize this is an issue that has to
be resol ved, but anytinme you' re trying to get an interconnection
agreenent with a utility you have issues to resolve. And | think
that’s a point.

HEARING OFFICER FAY: Ckay. Are there any other
guestions of denn-Colusa or cooments on their application?

Ckay. Wthout going over points you ve al ready nade,
M. Mussetter, could you wap up?

MR. MUSSETTER: Your reference that you wanted, M.
Fay, is 374, little a, 6. Ckay.



| didn’t get a chance just to give a little background
on the District. It's an old district. It’s been in business for
about a hundred years. It has 692,000 acre feet of prinme water
rights that are ahead of anybody’s water rights, the federal or
the state governnment or anybody el se, on the Sacranento River.

They have 4500 horsepower of punps at the point of
diversion fromthe river above Hamlton Gty, and they have a 3.3
megawatt contract with WAPA to provide power to those. And that’s
excluded fromany of this proposal here.

The big thing at the denn-Colusa District, the big
dynam c these days is the fish screen under the federa
environnental |laws that’s been inposed upon the District. The
District has had fish screens in place for many, many years, but
t he environnmental people were not satisfied wwth it. So the
standard is one fish, and the size of the fish is sonething very
very tiny, just hatched. And they have the right to divert 3,000
cubic feet per second of water. So it’'s hard to inagi ne how
they’'re going to do that, but they ve actually succeeded in
desi gni ng sonething that seens to work and will do what’s
required.

They are under court order to build this facility, and
it’s alarge facility. It’s nowestimated to cost $50 mllion or
more. It is hoped and expected that between the federal and state

governnents that eight-seven-and-a-half percent of that will be



provi ded by those two governnments. The District has
five-and-a-half mllion dollars in escrow right now pursuant to it
so they would be well able to conplete the project if the
governnent financing conmes through as planned. |If it doesn't,
they’' re going to be scratching.

But having that hangi ng over their heads is why they
haven’t taken a nore personal or active role and why you see ne
here all the time, because otherw se their nmanager woul d be down
here probably at least part of the tinme. But he’s been told by
his board -- the board voted on this, took action, and said yes,
go ahead and file the application.

And we’ ve been quite candid and forthcom ng and al
that. Obviously, the District will be quite interested in
pursuing this as long as it’s sonething that's going to help them
keep their water costs down, for exanple.

That would be all, just kind of a m ninmumthreshol d
financial return that they would | ook at.

So with that, I thank you all for letting ne speak.

HEARING OFFICER FAY: Thank you for com ng

And one last call for public comment from non-party
menbers of the public?

| see no request. Ch, there is one.

MR. RAYNER: Doug Rayner from Laguna Irrigation
D strict.



And in light of the recent conment from PGE on Power
Exchange Corporation, ny board and our custoners in the D strict
is very commtted to entering into the power business. And
al t hough we woul d prefer to maybe enter into an arrangenent wth
Power Exchange or | ease agreenment with PGE, if those avenues
aren’'t available to us, the options are to construct parallel
lines with PGE or use powers to purchase PG&E s facilities
outright. But we are conmitted to entering the power business.

Not all the options were listed. W would possibly
prefer to |l ease existing facilities, but would conmmt to
construction.

HEARING OFFICER FAY: Ckay. Thank you.

| see no indication of anybody el se wanting to nmake
further comments. | think we’ve done a good job of exploring this
today and we built a record on which the Conmttee can start to
del i berat e.

So we thank you all for comng and naking your
contri butions.

W are adj our ned.

[ Wher eupon the hearing adjourned at 4:05 p. m|]
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